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Sirs: 

I could hardly believe my eyes whea 
| first read a few weeks ago that a Con- 
gressional Committee had finally found 
something worthwhile to investigate. 
I refer to the investigation of the oper- 
ations of the multitude of so-called 
“protective committees” that have been 
operating in the real estate bond field 
for the past few years. 

I purchased a real estate bond dur- 
ing 1928 at par, and the bond is cur- 
rently quoted at from twenty to thirty 
cents on the dollar, after having been 
as low as eight during the worst of tlie 
depression. I made a mistake in mak- 
ing the original investment, and through 
the fault of nobody but myself, for had 
I read carefully the indenture under 
which the bond was issued, I never 
would have bought it. After the bond 
in question had reached its lowest level, 
I made up my mind to forget all about 
it and to charge the loss up to ex- 
perience. 

Unfortunately, however, I was not 
allowed to forget about it, as about that 
time the protective committee business 
sprang up. I received a score or more 
letters from one of these “benevolent 
bodies” inviting me to deposit my bord 
so that my best interests and equity 
in the building (to which the bond had 
some vague relation), could be pro- 
tected. A nominal fee was to be 
charged by this “kindly group” (it 
figured about 12 per cent of the actual 
value of the issue at the time). All 
the letters were promptly consigned to 
the basket, when I received a final 
missive informing me that the deposit 
of my bond was most essential immedi- 
ately, as otherwise the committee would 
not have the necessary number of bonds 
to effect the “much needed” reorganiza- 
tion of the capital structure (or some 
such plan). While I ordinarily am not 
malicious, I decided that I would hold 
up the entire venture by withholding 
deposit. It gave me quite a thrill to 
block this mammoth venture, although 
by this time I was beginning to wish 
that I had never seen the bond, not so 
much because of the financial loss in- 
volved, but for the bother its owner- 
ship was now causing me. 

About a week after I threw a monkey 
wrench into the plans, I learned that 
the bonds were quoted about two points 
higher, so I evidently deserve a vote 
of thanks from the other bondholders 
who deposited. 

Since that time there have been at 
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least ten protective committees formed, 
each body vaguely hinting that the pre- 
vious protectorate left something to be 
desired in the matter of honesty and 
all seeking deposits of bonds and result- 


ant fees. I notice that the yearly 
rentals of the building are slowly but 
steadily increasing, but so are the ex- 
penses. I am afraid it will take a 
larger building to support so many 
committees and reorganizations. 

I would not sell the bond for par 
now, as I have framed it and have it 
hung in a prominent place in my home. 
I can always fill in a dull conversation, 
with hundreds of stories about the 
beautifully engraved little piece of 


paper, and it has become an important’ 


part of my life. 

To the many investors who have 
been misled by these protective com- 
mittees, I offer my deepest sympathy, 
and I salute the Congressman who has 
finally found a subject much in need of 
careful investigation. Proper regula- 
tion of these real estate protective com- 
mittees in the future will be of definite 
value to investors.—J. P., Brooklyn, 


m. ¥. 


Sirs: 

Advices from Washington indicate 
that a tax revision program has been 
submitted to Congress that will in- 
clude a sliding scale income tax rate 
for corporations, based upon the 
amount of net income, without regard 
to invested capital. 

It ignores the obvious fact that a 
corporation is a joint venture of many 
individuals, and the size of the aggre- 
gation of capital bears no relation to 
the ability of the individual stockhold- 
ers to carry confiscatory taxation on 
their meager savings. Why this sud- 
den attack on “bigness”? Is mere size 
alone a reasonable excuse for imposing 
a penalty? The injustice of such a 
procedure ought to be apparent to 
everyone. 

And incidentally, after talking with 
those who come to my office every day, 
I am quite convinced that the people 
generally in this community believe 
that we should start returning to some 
of the good old fashioned things rather 
than all the present day fancy govern- 
mental experiments. We should re- 
turn to the “Constitution” and to hard 
work and thrift; cut down expenditures 
and get going again the same as our 
— did—C. J. L., Aberdeen, 

_D. 






Sirs: 

I note that L.K.A. of Arkansas 
asks Charles Benedict a few questions. 
L. K. A. asks if the Administration 
is dangerous to the 20,000,000 on the 
relief. What are that many doing on 
the relief when the press and party 
spokesmen come out almost every week 
with statements that recovery is going 
right ahead? Besides, the big Federal 
bureaucracy is hiring a few millions. 

If Mr. Roosevelt continues to ham- 
mer away on the person who is giving 
labor its employment he is certainly 
dangerous to labor. The Administra- 
tion banking bill requires too much 
space for discussion, but it will cer- 
tainly hit the honest banker and many 
more besides. They fought the Presi- 
dent, says this same gentleman. I do 
not know what kind of business he is 
in. But suppose the President de- 
manded the abolition of that business 
he is in? It is the sacred duty of a 
corporation executive to fight for its 
stockholders’ interest. They are not in 
position to do this themselves except to 
write to their Congressmen. This they 
did. 

If the President were fair to the 
utilities he would not demand such un- 
fair competition as TV A with all its 
inequalities. But this is a big discus- 
sion, too, and has appeared in your 
Magazine. 

In short I think that the editor's 
opinion on this issue is about right.— 


J. G. J., Port Lavaca, Tex. 


Sirs: 

Having read “Will America Go 
Radical” by Edward F. Hutton, and 
being a small stockholder myself, I 
would say with him that the heads of 
corporations should understand the re- 
sponsibility of their positions and earn 
their salaries and fight for their stock- 
holders and their workers. If they are 
worth their salt they would stick at 
their job and manage so that they can 
get results instead of being frightened 
out of their senses every time Presi- 
dent Roosevelt and his yes men try 
their new experiments. Anyone using 
common sense knows that all this con- 
fusion in Washington is just crazy 
politics and that the few statesmen that 
are still in the Capital have had more 
experience in statesmanship than the 
new dealers and that eventually com- 
mon sense will win.—W. H. J., Haver- 


hill, Mass. 
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Could You Have Used These 


Facts ‘ ; ‘ 


How often have you wished to 
know the line of business repre- 
sented by some security in which 
you were interested? 


The exchange on which it is 
listed ? 

The ticker symbol? 

Number of shares outstanding? 


The funded debt, if any? 

The par value? 

The dividend rate? 

When it is payable? 

Last year’s earnings, and the 
year before? Interim earnings 
for this year and last year? 
Last year’s high and low price? 


These are the facts “Adjustable 
Stock Ratings” gives each month 
on the 1552 leading common 
and preferred stocks on the New 
York Stock Exchange and New 
York Curb Market. 


Furthermore, an original method 
of rating, gives you the outlook 
for the company—and the in- 
dustry. 


Finally, terse, analytical com- 
ments, by qualified experts point 
out the most important factors 
to be considered—leaves you in 
no doubt as to your prospects as 
an investor. 


112-pages revised and published 
monthly, handy pocket size—Ad- 
justable Stock Ratings is only 
$2.50 a year—worth many times 
this if you should profit by only 
one hint or suggestion. 


The MAGAZINE of WALL STREET 
9) Broad Street, New York 


{J} I enclose $2.50. Send me 
ADJUSTABLE STOCK RATINGS 


monthly for one year. 
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T has been commonly said that the 
investing public learned a great 
many lessons from the recent boom 

and its painful aftermath. It is as- 
sumed that the same mistakes which 
proved so costly to many will not be 
made again. Doubtless this is true in 
some cases, but in others either no 
profit was derived from sad experience 
or new individuals are ready to make 
the same old blunders. 

The hazards of attempting to carry 
all of one’s investment eggs in one bas- 
ket was demonstrated only too forcibly 
in the years immediately following the 
crash. The wise principle of diversify- 
ing holdings as to type of issues, and 
among various industries, has been 
preached in these pages for nearly 
three decades. Yet in the past fort- 
night two instances have come to our 
attention in which the whole of a man’s 


Greater Odds than Are 


Necessary 


accumulated funds were staked in one 
industry. In one of the cases it was 
all in one company and much that 
should have been unencumbered was 
mortgaged in order to carry the load. 
In the other case loans were not in- 
volved but all savings, reserves and 
the individual working capital had 
been put into two companies within 
the same industry. 

Now, no matter how firmly in- 
trenched or how essential an industry 
may be, the record of the past few 
years clearly shows how the prosperous 
trend of a single industry may be re- 
versed. Consider how political factors, 
such as taxation, government competi- 
tion and regulation have pulled down 
the utilities; how tariff quotas and over- 
production have affected sugar; how 
cancelled air mail contracts beset avia- 
tion, and so on. 








The idea of speculating on recovery 
may be sound and perhaps very profit- 
able. To buy into companies when 
conditions are adverse with a belief 
in their recovery will mean rich re- 
wards if that recovery becomes an ac- 
tuality. But certainly it is unwise to 
hang all hopes on one company or one 
industry. Why assume greater odds 
than are necessary? If recovery is on 
the way it will favorably affect many 
industries and scores of companies. 
Why not then spread the funds so 
that one mistake, in place of being a 
fatal blow, will be overshadowed by 
other successes? 

Admittedly these are old and obvi- 
ous truths, but apparently it is neces- 
sary, occasionally, to take them from 
the mental moth balls and furbish them 
up if investment is to be kept on a 
safe and sound basis. 
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You Can Still Have a Copy of This 
Important Book-Free 





Here, we believe, is one of the most 
valuable and useful works on in- 
vestment we have ever published. 
Its principles, used in conjunction 
with the regular reading of THE 
MAGAZINE OF WALL STREET, can 
prove of dollar and cents value to 
every investor—every trader. No 
dry theory but a clear, simple ex- 
position based on those principles 
advocated by THE MAGAZINE 
oF WALL STREET for success in 
investing. 


160 Pages, With Charts 
and Diagrams 


Beginning with a practical discussion 
of the pros and cons of practical 
economics, “What to Consider 
When Buying Securities Today,” 
comprehensively, yet simply, covers 
every phase of investment tech- 
nique required under today’s con- rency and credit inflation. 
ditions. 
business depression. 
It discusses the advantages and dis- 
advantages of various types of securi- 
ties—the factors to be considered to 
profit by opportunities in bonds, 
preferred and common _ stocks. 
Every possible eventuality is consid- 
ered—as well as valuable pointers in 
detecting buying, selling and switch- 
ing signals, 


—Judging foreign bond values. 


ceiverships. 


profit in bonds. 


Truly, this is a workable and easily —Quick or long range profits. 
understandable text, explaining a 


profitable subject so that you can ments. 








Among the Topics Covered 


—Practical dynamic business economics. 
—The consequences pro and con of cur- 


—lInvestment opportunities born of the 


—What constitutes safety of principal. 
—Selecting bonds from the low-priced list. 


—When to look for profits through re- 


—Opportunities in railroad bonds. 
—Detecting the real opportunities for 


—-How to judge a company’s strength. 
—How important is book value today. 


—Long and near-term security move- 





readily understand and apply its 
methods to your individual needs, 


Free With Yearly 
Subscriptions 


This book is not for sale. It was 
prepared for “Viie MAGAZINE of 
WALL StTREEr subscribers—was of- 
fered with yearly subscriptions. We 
have but a limited quantity now Ff 
available, so urge you to act at 
once. If you did not receive it as P 
a subscriber, “What to Consider f 
When Buying Securities Today” F 
will be sent with a one year’s re- 





newal now. 


Other Privileges 
You Enjoy 





Yearly subscribers also enjoy the 
consultation privileges of a Conf- F 
dential Inquiry Service. No other | 
organization has the facilities to 
duplicate this co-operation — the ! 
only stipulation is that inquiries be 
limited to not more than three listed | 
stocks or bonds at a time in order 
to facilitate replies. This enables | 
you to personalize the work of ‘HE 
MAGAZINE OF WALL STREET in ac- | 
cordance with your particular re- | 
quirements—and, as in the case of | 
many new subscribers holding securi- | 
ties about which they know but | 
little, this department might quickly | 
make or save you hundreds or thous- 
ands of dollars. 


To Receive Your Copy—Mail This Coupon Today! 





The Magazine of Wall Street 

90 Broad Street, New York, New York 

Enclosed find my remittance of $7.50 for which enter subscription to 
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and gives me the full privileges of your Personal Inquiry Service. 
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Personal Service Department 


Your subscription gives you the privilege of writing or 
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ir’s re. |) E.Kenneth Burger C.G. Wyckoff Theodore M. Knappen 
Managing Editor Publisher Laurence Stern 
e Associate Editors 
' 
Ln he | rend of Events 
Confi- © 
other f 
les to | 
~ the | ADJOURNMENT ONGRESS nears adjourn- But is the emergency ended, it may be asked, when 
ics he I OF CONGRESS > ment as this is written. more men are out of work than were out of work a 
. E Our first impulse is to year ago? The answer is that the Administration not 
listed : give three cheers and invite business to do likewise. only has glaringly failed to solve the unemployment 
order | Second thought, however, restrains our rejoicing. The problem but, by prolonging uncertainty, has seriously 
ables F fact is that Congress, by and large, has merely done the _ curtailed industry's ability to solve it. Contemplating 
‘THE Administration’s bidding. In the business mind the the meager results in terms' of employment of two 
ee big question mark long has been not Congress but years and five months of extraordinary Administration 
Mr. Roosevelt. It still is. power and unprecedented spending, it would be ridicu- 
Be We have had two years and five months of emergency _ lous to hold that more of the same medicine will do 
e of ; government; two years and five months in which busi- __ the trick. 
curl- ness has never known from month to month what It is high time the President said to business, in 
but | bombshell of Administration planning or experimenta- effect: “T see that I cannot do this job. It’s really your 
ckly ' tion would next be exploded; two years and five months job anyway. I'll give you every possible help. 
in which Congress has virtually discarded its traditional 
es functions and submitted the country to the rule of ~—_— 
the President. 
The coming adjournment can mean much or little. WORLD HE world is filled to overflow- 
It will mean much if in the President’s mind it signii RECOVERY ing with national plans, often 
fies the completion of all necessary reforms and the in conflict, and yet underly- 
end of emergency rule. It will mean little if Mr. ing the whole mess there seems to be a common tide 
ae Roosevelt insists on prolonging his personal domination of economic recuperation. Doubtless each set of ruling 
and persists in being our biggest question mark. politicians will claim a patent on that portion of it 
In our opinion, the wisest thing he could do which lies within their borders and regard as acci- 
a would be to declare officially that the emergency dent or act of God that which lies abroad. The skeptic 
ted and emergency government are ended; that the time = may be pardoned for wondering whether the world, or 
as has come to submit remaining problems to orderly the greater part of it, is recovering in spite of the re- 
deliberation under the democratic processes in which covery “plans” imposed upon it. 
dj the people have confidence. A purge and a period of short rations have cured 
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many a physical ailment. We forget, as our eyes focus 
on the antic of politics, that this is essentially the cure 
that our economic organization has gone through. 
Protracted deflation and under-consumption always end 
—and have now ended—in the usual normal rebound. 

The League of Nations statistical bulletin for August 
supports the thesis of world recovery, citing evidence 
of internal improvement in most major countries. It 
also reports substantial gains in foreign trade for some 
nations, previously the darkest spot on the Geneva 
horizon. As in this country, each advance since 1932 
has been followed by some reaction, but each reaction 
has left some net gain. 

On the whole, it is a slow, almost creeping recovery 
—too slow for those impatient souls who would make 
over an age-old world in a day. 

~~ 

THE COTTON ELIEVING the eco- 
LOAN nomic difficulties of the 

farmer—making it easier 
for him to pay his debts and increasing his purchasing 
power—remains one of the hardest nuts the Adminis- 
tration has tried to crack. So many of the plausible 
remedies applied have such uncomfortable and unfor- 
seen consequences. Hog control, while effective for a 
time last year, has merely meant a pork shortage and 
sky high prices this year. The absurd venture into 
potato control, with its threat of spud bootlegging, can 
be expected to accomplish little more than provide 
another national joke to take the place of “not raising 
hogs business” which tickled the country’s risibilities 
last year. No defeat, however, seems to dampen the 
zeal of the New Dealers, hence we find the same 
governmental agency which has already sacrificed our 
foreign cotton markets on the altar of high prices and 
which is, as a result of last year’s operations, in posses- 
sion of some 6,000,000 bales of cotton in which a loss 
is foredoomed, now offering a new cotton loan to far- 
mers of 10 cents a pound. In addition, it offers to com- 
pensate the grower, providing he agrees to next year’s 
crop limitations, for the difference between the average 
daily price and the 12-cent level. While not quite 
as favorable as last year’s 12-cent loan the grower is 
nevertheless assured of a good return. If he borrows 
10 cents and sells his cotton in a market averaging 11 
cents he obtains another cent from the Government as 
a parity benefit. But from the Government’s standpoint 
the plan is a most expensive one—not as bad as last year, 
but bad enough. It involves heavy outlay, presumably 
to be taken from the proceeds of processing taxes 
if the latter are not nullified by Supreme Court deci- 
sion this fall. It involves further a potential heavy 
loss on Uncle Sam’s cotton holdings, for indications 
point to lower prices for the staple than those cur- 
rently prevailing. If it is the plan to let our price of 
cotton approach nearer to the world price than it is 
currently, in order to dispose of as much as possible 
of this crop’s exportable surplus, then there can be 
no other answer than a loss running into those gigantic 
figures that seem to be common to war emergencies 


and New Deals. 


HE Administra- 
tion’s attitude 
toward the 

public utility holding companies can be summed up as: 

“Heads we win, tails you lose.”” The long and bitterly 

fought issue of the Wheeler-Rayburn Bill has ended 

in a compromise which unquestionably is more of a 

victory for the President than for the utilities, although 

the result is not as bad as either the original “Brain 

Trust” measure that was submitted to the House or 

the Senate version thereof. 

Despite the Administration’s vast political power and 
the tremendous pressure that it exerted on Congress 
to gain its ends, it won only after making some con- 
cessions and only after taking the fight to the floor of 
the House three times over a period of weeks. The 
circumstances have been such as to bring home to the 
public the reality that the actual sentiment of Congress 
regarding this legislation was closely divided, if not 
preponderantly opposed. It is a victory, therefore, that 
will add little to the Roosevelt prestige. 

Among utility holding companies there is division 
of opinion as to the results to be expected. Some hold 
it to be merely the original “death sentence” in dis- 
guise. Others think they can find in its provisions 
avenues for self-defense. Utility holding company in- 
vestors can at least take some solace in the expectation 
that its administration by the S E C will be as intelli- 
gent and as moderate as the law permits. Finally, 
there is good legal opinion that the whole thing is un- 
constitutional; and the Supreme Court, rather than 
Congress or the President, will have the last word. 


DEATH FOR 
HOLDING COMPANIES? 


—_~~ 


CAPITAL 
EXPENDITURES parently does not share 
the hallucination, enter’ 
tained in political quarters, that our facilities for pro- 
duction are excessive. Scores of corporations are mak- 
ing or planning expenditures for capital equipment 
and facilities running into the hundreds of millions 
of dollars. This expansion is not based on hope, but 
hard-boiled judgment of individual requirements and 
prospects. 

Probably we do not have an excess of productive 
facilities, but an excess of inefficient and obsolete pro- 
ductive facilities. Undoubtedly the purpose behind 
most corporate capital expenditures today is not solely 
to increase capacity, but to increase efficient capacity 
in the ceaseless search for better and cheaper produc- 
tion. 

The motor industry is spending fully $100,000,000 
on production facilities. General Motors leads with a 
$50,000,000 program. The Ford Motor Co. has 
under way a $27,000,000 expansion. In the steel 
industry it is estimated that capital expenditures of more 
than $130,000,000 are being made this year. If the 
statistics were available it no doubt would be found 
that the sum total of thousands of small orders for capi- 
tal equipment from enterprises all over the country 
would much exceed the above large figures. The long 
awaited revival in capital goods has started. 

Monday, August 26, 1935. 


A MERICAN industry ap- 
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HERE are plain indications that as a lifting force in 
the stock market the “cheap money” factor has been 
overdone, at least for the present. There is also 


ie : - é : 
| abundant evidence that what for months was primarily an 


investment market is now becoming increasingly a specu- 
lative market. 

This shift is strikingly reflected when one observes that 
as this article is written, following a typical New York 
Stock Exchange session with a total turnover of 1,750,000 


> shares, the aggregate activity in twelve prominent dividend- 
© paying “Blue Chips” amounted to 14,000 shares, while the 
|) turnover in seven low or medium price non-dividend payers 
» totalled 193,000 shares. 


Speculative Favorites 


When one sees the individual activity in United Corp., 


) or Electric Boat or Omnibus Corp., or Boeing Airplane ex- 
ceed combined activity in Air Reduction, Allied Chemical, 


American Can, Continental Can, Corn Products, du Pont, 
Eastman Kodak, Liggett & Myers “B,” International Busi- 
ness Machines, Standard Oil of New Jersey, American Tele- 
phone and Union Carbide—when one sees this, it would 
seem to be time to temper enthusiasm with caution. 

Some of the above “Blue Chips” are from 5 to 10 points 
under the best prices of July. This reflects no significant 
liquidation, but merely scattered profit taking and a lessen- 
ing of aggressive demand. A similar price ceiling and an 
ebbing of the power of low money rates can be seen in the 
market for high grade bonds, whether temporary or not. 

In all of this there is nothing surprising. It was only to 
have been expected that after protracted rise a time would 
come when current and prospective earning power would 





_ tend to outweigh the cheap money factor in the best grade 


equities. Anticipating such a development, these articles 
have specifically counseled against new commitments, either 
for speculation or investment, in such issues. We have be- 
lieved, and still believe, that investment money will inevit- 
ably turn increasingly to second grade bonds and second 
grade stocks, in which the risk is steadily lessened and the 
promise steadily increased with the progress of general busi- 
ness recovery. 

Such a switch of emphasis has been going on for some 
weeks and is continuing. If it were the whole story of the 
current market, one could contemplate the immediate specu- 
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Cheap money impulse and investment demand surrender tem- 


porarily to speculative forces as market leadership shifts. 


Progress of trade and industry encouraging for longer range 


What’s Ahead for the 
Market? 


By A. T. MILier 


lative outlook with equanimity. Instead, as noted above, 
we see a rising activity in many issues which are neither first 
nor second class nor anywhere near either such rank. Remi- 
niscent of the “good old days” is the marked popularity of 
United Corp., for example, after a rise of 400 per cent. 
Unquestionably there has been an increase in public 
speculation, none too discriminating. None can say with 
assurance that it has reached the “blow-off” stage or is near 
it. Conceivably it could run considerably further, since the 
brokers’ loan figures fail to suggest any major danger in the 
ofhng. Probably more significant than public speculation in 
relation to total speculative activity are the current indica- 
tions of increasing boldness in the in-and-out operations of 
large scale professional traders. Finally, there is undoubt- 
edly some fire under the present smoke of gossip concerning 
pool operations conceived here but executed through foreign 
brokers, notably from London, thus avoiding the watchful 


eye of the SEC. 
Caution Advisable 


Taking note of these tentative danger signals on the very 
threshold of an autumn season whose favorable business de- 
velopments the stock market has been discounting for 
months, we recommend that for the present new purchases 
be deferred. However favorable the long-term business 
prospect, it would appear the part of prudence to suspend 
judgment on intermediate trading policy pending a test of 
the soundness of the general market structure such as is fre- 
quently provided within the month of September, especially 
after extensive summer advance. 

On the whole, despite gains in some sections, the market 
has made but scant progress over the past fortnight. In- 
deed, the gain in the industrial and rail “averages” over the 
past month has been an obviously laborious one, considering 
the energy expended in a trading volume which has aver- 
aged substantially higher than during any preceding month 
of the advance which began last March. 

The public utilities, after advancing briskly during the 
fortnight with a sharp increase of speculation in low-priced 
issues, gave up half of the gain of the period and at present 
are poised in apparent indecision, awaiting definite deter- 
mination at Washington of the question whether some kind 
of a Wheeler-Rayburn Bill, with or without the “death 
sentence,” is to be enacted in the final rush of Congress he- 
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fore adjournment or whether the whole issue is to go over 
to the next session. 

From the strictly economic side utilities may derive some 
help from the interesting fact that electric power output at 
this writing has established a new all-time weekly high for 
this season. This reflects gradual industrial recovery, on top 
of the greatly increased use of domestic electric appliances 
developed in recent years—the latter a high rate business, 
compared to industrial or commercial rates. 

While, therefore, we see a gradual and moderate turn for 
the better in utility earnings, it is open to serious question 
whether most utility common stocks have not amply dis- 
counted this change in recent months of large advance. On 
the other side of the case—political oppression and rising 
taxation—one would have to be a supreme optimist to as- 
sume that all troubles have vanished merely because Con- 
gress thus far has been unable to make up its mind just how 
hard should be the kick that it has every intention of giving 
“unnecessary holding companies” sooner or later. 


Strong Industrials 


Among the industrials the strongest groups in recent 
trading have been the steels, coppers, aviation issues and 
liquors. Listed liquor shares without exception show a low 
price ratio to reported per share earnings. Apparently the 
attraction of earnings is at last showing a tendency to out- 
weigh the familiar fly in the ointment, which is that the 
liquor makers need large working capital to carry aging 
stocks of whiskey and hence are under the necessity of 
plowing back into the business large earnings to which 
shareholders might otherwise 


power and an enormous accumulation of replacements of 
equipment of all kinds necessitated by the wear and tear 
of the depression years. 

If this demand is sustained, as appears probable, the early 
resumption of demand from the motor makers as new models 
are placed in production should lift steel operations this 
autumn to a gratifyingly high level—all of which contrasts 
almost ludicrously with prophesies of gloom in which more 
than one observer boldly proclaimed only a few months ago 
that a normal recovery in steel lay fully five years ahead, 
True, a full recovery is not yet in sight, and a 50 or even 
a 60 per cent operating rate would not mean particularly 
fat profits for the heavy steels. Nevertheless, one risks the 
guess that the next flock of prophesies on steel recovery will 
shorten the odds. 


Metals in Better Demand 


Copper has run true to the predictions made by informed 
observers at the time the Supreme Court nullified the 
NRA: namely, that there would be a temporary price de- 
cline, a couple of months spent in working off domestic 
stocks of the metal above ground and then a marked 
strengthening of the position. With domestic production 
firmly held at a rate of only 20 per cent of capacity and the 
market protected by a 4-cent tariff, domestic stocks have 


been reduced by approximately 34 per cent in the past year [ 


and are now the lowest since 1929. 
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Whereas copper buyers not long ago were holding off | 


on the possibility of lower prices, they have recently been | 


jumping back into the market in expectation of higher 
prices, a recent day having 





feel entitled. 


least a feeble effort to make 


seen the largest aggregate sales 


Speculation is making at Ty |§ YEARS MAR KET of the metal ever recorded. 








“war babies” out of the steels, 
coppers and aviation stocks, 
although the possibilities of 
sales to either Italy or Ethiopia 
would not seem particular im- 
pressive—besides which there 





play some part, has experi 
enced an advance of 55 points 
since August 1. Moderate ad- 
vances in the price of lead re- 
flect improved demand from 


is the distinct possibility that .W.S. COMBINED AVERAGE paint and battery makers, as 


an embargo may be slapped on 






1925 CLOSING=100 well as greater use of lead 


exports of war supplies to any 355 sheets and lead pipe in con: 
belligerent nation. 5 struction. Gradual improve: 
As a matter of fact there ap- [x ment in construction, where 
pears to be a fairly sound, §¢ 5 zinc figures in galvanized 
domestic and wholly peaceful J- sheets, has also imparted a lift 
basis for the recent activity in to this metal. 
the above named groups; and 45 In aviation the picture is one 
we hazard the opinion that the of further expansion in passen- 
“war scare” thus far has had ber, express and freight traffic 
very little to do with the case ” by air, together with the pros- 
as interpreted by the market. pect of a considerable volume 
Indeed, steel production at 35 of orders for military and 
this writing has moved up for i JAN FEB MAR 2 A pcs JUN JUL AUG, naval aircraft. While the 








the seventh consecutive week, 








Federal mail subsidy as far 





standing now at 50% per 

cent of capacity or the best showing since early in the year. 
Scrap prices have advanced to the highest figure since April, 
1934. Even the industry itself, normally optimistic, is sur- 
prised at the vigor with which consuming demand has 
forced the continued contra-seasonal expansion in produc- 
tion. 

Miscellaneous demand from many inconspicuous sources, 
including farm implements and galvanized sheets for roof- 
ing, figures largely in this excellent showing, since steel tak- 
ings by the motor industry and the tin plate mills are season- 
ally curtailed. The mounting tide of small orders from farm 
and industrial regions testifies both to increased purchasing 
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ahead as can be seen is not go- 
ing to be much more than “a bare subsistence level,” the 
Government at least seems to have taken second thought 
and decided to quit kicking the industry around. 

In railroad stocks the progress of recovery, if any, re: 
mains snail-like in its pace and subject to frequent set-backs, 
despite a certain amount of long-range help that probably 
will result from Federal bus and truck regulation and an im- 
proved railroad reorganization law; and also despite the 
fact that at present car loadings for the first time this year 
show a tendency to rise above the comparable level of 1934. 

Motors and accessories, mail orders and merchandise 

(Please turn to page 514) 
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The export market, in which : 
war possibilities undoubtedly | 
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Recovery Without Interference 


Nullification of N R A Has Aided Progress—Can Busi- 


ness Maintain or Extend Present Rate of Improvement? 


By Joun D. C. WELDoNn 


Time: Last week in May. The United States Supreme 
Court has nullified the NRA. In Washington, from the 
President down, deep apprehension is voiced. Speculative 
markets react. The press is filled with conjecture as to the 
possible effects upon business activity, prices, employment 
and wages. After a few preliminary shots of anti-business 
propaganda, what is left of the NRA staff settles down to 
“impartial study” of the codeless aftermath. 


UT that was more than eleven weeks ago, and today 

like any other decently interred corpse—N R A is 

rapidly becoming but a dim memory. Blue Eagle 
posters may still be found here and there in dusty windows 
of a few closed shops, but even discussion of the business 
consequences of the termination of this experiment—preva- 
lent through June—has virtually disappeared from the pub- 
lic prints. 


compared with 69.4 on May 25, and 71.4 a year ago. 
Hides and leather, fuel and building materials have ad- 
vanced a trifle since NRA was washed out. Chemicals, 
drugs and housefurnishing goods have declined a trifle. 


Unemployment Still Large 


For obvious reasons, fluctuations in employment and 
payrolls are more difficult to measure than variations in 
prices and in the available statistics there is always a lag of 
a month or more. As this is written, the most recent fig- 
ures obtainable are those for New York State, which show 
a seasonal decline in employment and payrolls between the 
middle of June and the middle of July—but a percentage 
decline smaller than the average of: the preceding twenty 
years for these four weeks. Moreover, mid-July found 

factory employment in New York 





In short, business is getting along 
very nicely without NR A. Indus- 
trial and trade activity, measured by 
reliable composite indexes, is higher 
now than when the Supreme Court 


BUSINESS COMPARED 
To A YEAR AGO 


State 3 per cent above that of the 
same date in 1934 and payrolls 6.8 
per cent higher. 

From May to June, according to 
the Bureau of Labor Statistics, fac- 





decision was rendered. It is also Tay 


: a AUTOMOBILE 
higher than it was a year ago when PRODUCTION 

NRA was in full force. In the |_| 
BANK DEBITS 


period since the termination of 
NRA variations in prices, employ- 


OUTSIDE NEW YORK 


> Pe | BUILDING 
ment and payrolls have been smail saarnatts 
—~so small that when allowance 1s 
made for normal causes of fluctua- as 
tion no measurable relationship be- 
tween them and the nullification ot COAL LATEST 
NRA can be found — 
* ‘ ay of 
Commodity prices, other than COTTON 


farm products and foods—which for CONSUMPTION 


natural reasons show relatively wide 
fluctuations—have been remarkably 
stable all year, both before and after 


DEPARTMENT 
STORE SALES 

















termination of NRA. For this “Nowth 
broad industrial group of commodi- 
ties the index of the Bureau of feodsimenon 
Labor Statistics stands, as this is 
written, at 77.9. On May 25, it piecunens 
was 77.8 and a year ago it was 78.5. | 
While copper prices declined with MACHINE 
the removal of the code peg, other alae: Pritt 
metals have advanced, with the re- STEEL 
PRODUCTION 


sult that the price index of metals 
and metal products stands at 85.7, 
against 85.6 on May 25, and 86.3 a 


STOCK PRICES 
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tory employment throughout the 
country decreased by 1.7 per cent 
and payrolls by 2.9 per cent. Sea- 
sonal factors, adds this authority, 
“partly accounted for these de- 
clines.” Compared with a year ago, 
this index for June showed a decline 
of 1.7 per cent in employment but 
a gain of 2.5 per cent in payrolls. 
In relation to employment figures, 
it must be borne in mind _ that 
several hundred thousand additional 
potential factory workers reach adult 
age every year. 

If one examines the adjusted in- 
dexes of employment and payrolls 
back to the low point of March, 
1933, it is impossible to find any ap- 
parent relationship between them 
and NRA. On the other hand, 
the charted lines of these indexes 
show an almost exact correspond- 
ence with the chart of industrial 
production over the entire period, 
proving—if proof be needed—that 
industry, rather than any edict of 
Congress, is the real job-maker in 
this country. Industrial output, em- 
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year ago. Textile products, which 100 120 140 
were thought to be peculiarly sensi- 


tive to the codes, average 69.9, as 








ployment and payrolls spurted up- 
ward together between March and 
July, 1933, before the codes went 
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into effect. They fell back together between July and 
November, 1933, but employment and payrolls receded 
much less than production, possibly due in part to N R A. 
Thereafter and up to the present time, variations in the 
indexes of employment and payrolls have almost exactly 
matched variations in industrial production. 

Finally, we come to real wages, or the purchasing power 
of wages—the vital measure of 









resultant large recovery in farm purchasing power. Appar- 
ently we have freed ourselves of the price-raising obsession 
of 1933 and 1934; and are much better off without it. 

At no time this year has there been any reason for ab- 
normal forward-stocking of goods. As a result, wholesale 
and retail stocks generally are normal, if not in many cases 
below normal. It is a setting in which increased “business 

man buying’’—evident in re- 





the worker’s actual position. 
On the basis of statistics of 
payrolls and the cost of living 
in June—the latest available at 
this writing—our calculations 
indicate a slightly higher real 
wage level for June than for 14 
May. If the termination of 
N RA played any part in the 
change, the result would seem 
to have been favorable, rather 
than otherwise. 

Over the entire period of 
NRA, the evidence indicates 
that the cost of living ran vir- 
tually a neck-and-neck race 
with gains in wages. The per- 
iod of codification was July- 7 
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cent weeks — is founded on 
confidence in the prospect of 
increasing consumer demand 
and not on the price factor as 
such. Under the circum 
stances, any possible price rise 
will be a “normal” rise, reflect- 
ing supply and demand fac- 
tors; and as such will com- 
mand confidence. 

A further basis for optimism 
is the fact that improvement 
in the demand for various lines 
of capital and durable goods is 
at present more pronounced 
than at any time since the gen- 
eral recovery started. A few 
sales statistics will show this 
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October, 1933. Our calcula- 1933 


tion of the average real wage 





trend very clearly. For ex: 
ample, machine tool orders 








level for those four months is 

represented by the figure $1,238. For the five-month period 
January-May of this year the figure was $1,241. The dif- 
ference is less than 1% of 1 per cent. 

So much for NR A. Let us complete the ritual of inter- 
ment by engraving on its tombstone the inscription: “Here 
lies the remains of a well-meant experiment—Born June, 
1933; killed May, 1935.” And then get on with business. 


An Encouraging Prospect 


Where do we stand and where do we go from here? 

Well, there can not be the slightest doubt that the pres- 
ent normally dull season finds our feet more firmly and 
confidently planted on the recovery road than at any pre- 
ceding time since we turned our backs on deflation in 
March, 1933, and started on the uphill climb. 

Between the present period of recovery, which got un- 
der way early in July, and the preceding New Deal “boom- 
lets” of 1933 and 1934, there are some notable differences. 
Probably the most significant of these is the waning influ- 
ence and punctured prestige of the Federal Government's 
economic “planning” and a much strengthened national 
confidence in what, for convenience, the economists call the 
“natural forces” of recuperation. It is the first period of 
recovery which has originated without discernible relation- 
ship to any “monetary tinkering” by the Administration or 
any sudden speeding up of Federal emergency spending or 
any wave of forward-buying of goods predicated on ex- 
pected price advances, natural or otherwise. 

As such, it is inherently a far healthier recovery than 
any previously experienced and, for that reason, may reason- 
ably be regarded as less subject to disheartening upset. 


Price Stability 


The importance of the present relatively stable commod- 
ity price trends and relationships can not be exaggerated in 
appraising the business position and prospect. It is not 
coincidence that we find business confidence at a new high 
of recovery in a period marked by stable industrial prices, a 
major correction of previous disparity in farm prices and a 
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during the first half of the year 
were 47 per cent above the first half of 1934; lumber orders 
were higher by 17.5 per cent; residential building contracts 
by 58 per cent; farm implements by 75 per cent; oil burners 
by 29 per cent; mechanical stokers by 73 per cent; and 
motor trucks by 24 per cent. 

In most of these lines July and August to date have 
maintained or increased the year-to-year gains. Thus, for 
example, the National Machine Tool Builders Association 
reports that while the business of its members for the first 
seven months of the year amounted to 75.9 per cent of the 
1926 average, sales for July alone were 119.8 per cent of 
the 1926 average. 


Improving Trend in Capital Goods 


Another simple reflection of gains in capital or durable 
goods is found in half-year sales figures of various leading 
corporations active in this field. For example, Westing- 
house sales for the half-year showed a gain of 37.6 per cent; 
General Electric, 16.8 per cent; Johns-Manville 26.8 per 
cent; and Allis‘Chalmers 92.2 per cent. Third quarter 
figures probably will be equally good. 

Such gains rest on a combination of increased general 
purchasing power, increased confidence and the pressure of 
cumulative depreciation and obsolescence. On the whole, 
however, it is proper to avoid over-optimism by observing 
that the trend here apparently indicated is probably more 
significant than the immediate aggregate volume of capital 
goods, 

It should also be observed that the improvement in dur- 
able goods thus far is most pronounced in what may be called 
consumer durable goods, and, secondly, in capital equipment 
for industries making chiefly consumer goods. Capital ex- 
penditures in progress or announced by such companies as 
Ford and General Motors are in the latter class. The heav- 
ier lines of capital goods, such as railway and utility equip- 
ment, show very little improvement thus far, and, of course, 
the construction totals remain at a very small percentage of 
normal. 

Possibly it can be concluded, from the evidence of the 
_past two years, that the order of recovery is, first, chiefly 
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consumption goods; second, consumers’ durable goods; third, 
capital goods for industries selling consumers’ durable goods; 
and, last, heavy capital goods for such basic industries as 
the railroads, utilities and industrial construction. 

For the rest of the picture we have not new trends but a 
further expansion of gains which loomed large in the busi- 
ness advances of 1933 and 1934, notably gains in automo- 
bile production and sales, in steel production and in farm 
purchasing power. 


Motors and Steel 


On the figures to date it appears a reasonable estimate 
that total passenger car sales this year will exceed those of 


q 1934 by from 30 to 35 per cent, which means that the 


motor industry—leader of the recovery parade—is virtually 
back to normal. In this connection, the outlook for autumn 
industrial activity is somewhat brightened by the coming 
earlier introduction of new models by various makers, the 
national show having been moved up to November. 

As this is written, steel operations have recorded the 
sixth consecutive weekly advance, moving up 2 points to 49 
per cent of capacity or the highest level since the third week 
of February. Steel scrap prices, usually an accurate barom- 
eter of the steel outlook, continue to move up. With motor 
takings of steel seasonally curtailed, the mainstay of the 
advance in operations is continued activity in tin plate and, 
especially, a rising tide of miscellaneous demand. With de- 
mand so well maintained, present indications are that fourth- 
quarter steel prices will hold firm against buyer pressure for 
concessions. While it is open to question whether the pace 
of gain of the last six weeks can be maintained over the 
immediate future, the belief of the industry is that any lull 
will be followed by additional progress during the autumn. 

In merchandizing lines, wholesale and retail, optimism 
regarding the autumn outlook is strong. It rests both on 
materially expanded wholesale activity and the reported 
figures of improved department store and chain system sales 
to consumers. The year-to-year gains in dollar volume of 
store sales throughout the country are ranging from 5 to 35 
per cent, the spurt which began in June having continued. 
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Sales of the mail order concerns show exceptionally large 
gains. The Sears, Roebuck gain for the four weeks ending 
July 16, for example, was 38.9 per cent. 

In the farm areas there is confidence that trade gains will 
continue, due to generally larger crops, to prices for live- 
stock high enough to offset reduced supply and to increased 
output and favorable prices for milk and eggs, both import- 


ant sources of cash farm income. Since prices of retail 
goods average moderately lower than a year ago, the gains 
reported are genuine volume gains. The farm outlook gen- 
erally is such that we can expect a further paying off of old 
debts and continued improved demand for a long list of 
things that farmers have gone without during many lean 
years. 

On a rough estimate, it appears likely that the national 
income paid out this year will reach $55,000,000,000 or 
thereabouts. It was $49,440,000,000 in 1934 and $44,431,- 
000,000 in 1933, according to estimates of the Department 
of Commerce. The gain, in some part, reflects relief ex- 
penditures out of borrowed public money. While this takes 
some of the joy out of the estimate, nevertheless all income 
paid out filters through the economic system. We arrive 
at the estimate of $55,000,000,000 for 1935 simply by as- 
suming—as appears conservative—that the gain over 1934 
will at least equal 1934’s gain over 1933. It need hardly be 
said that relief expenditures out of the $4,000,000,000 
work-relief fund will figure in the total. 

Whatever the gain in this year’s national income, it will 
certainly be a more genuine gain than in either 1933 or 
1934, for each of those years saw a considerable rise in 
the cost of living—a two-year rise, in fact, of about 14 per 
cent. This year to date has seen a marked flattening out of 
the cost of living line, and it is to be doubted that next 
December 31 will find it more than 2 or 3 per cent higher 
than at the start of the year. 

On the whole, the outlook is good. Among the major 
industries only two, bituminous coal and cotton textiles, 
have shown more than seasonal recession, and each of these 
is subject to special influences. Fear of a strike caused heavy 
forward buying of coal in June. Uncertainty as to ultimate 

(Please turn to page 515) 








J [PRODUCTION 
CONTRO 











Happening in Washington 


By E. K. T. 


Progress of Business 
cannot be other than grati- 
fying to Washington but it 
is doing nothing to help it 
along. On the contrary, 
there is no hesitancy over 
throwing a monkey wrench 
here and there if fancy dic- 
tates. Present strategy, 
looking toward 1936, is to 
consider most business votes 
lost and to direct all ener- 
gies toward the cultivation 
of farm and labor elements. 

Pleasing the latter fac- 
tions, however, is no child’s 
play. Unemployment still 
bulks uncomfortably large 
despite more active indus- 
try, and such things as the 
new potato control which 
so many Congressmen un- 
wittingly (sic) voted for, 
may please one section of 
the agriculturists while promoting unrest among the others. 

Meanwhile as many of the multitude of new laws go 
into operation and new boards of administration go into 
action, business may experience some disturbing reper- 
cussions to add to the uncertainties of a presidential year. 


Acme Photo. 


As Congress prepares to dissolve and depart, poli- 
tics crystallizes and arrives. From month to month as the 
hot and sticky months have slithered by, government has 
become more and more government for the purpose of self- 
perpetuation. Latterly the true good of the Republic has 
been little in the minds of the President and the dominant 
legislators and still less in their acts. Legislation and ad- 
ministration have aimed at the manufacture of votes rather 
than of welfare. As events have more and more fallen 
into line for the moulding of current history against the 
Administration the more it has characteristically striven to 
cast history in acts of Congress. 


Culminating act of vote-getting legislation was the 
virtual repeal of the economy act, or what was left of it, 
that was hailed as such a magnificent and courageous act in 
the days when the Administration had its history before 
it. The restoration of the pensions of the soldiers of the 
Spanish War, the Boxer intervention in China and the 
Indian wars to their former status marks the end of the 
only pretense of economy remaining to the Roosevelt Ad- 
ministration, except for the starvation of many of the nor- 
mal functions of government whilst credit money flows out 
in incredible volume for the benefit of the unemployed 
and the grave injury of the nation’s fiscal soundness. 


To be fair it must be noted that if the La Follette pro- 
posal, once approved by the Senate Finance Committee in 
an amazing flipflop, to widen the base of income taxation so 
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He Got What He Asked For 


that more of the national 
income would be reached 
by income taxation, had 
come before the Senate, the 
Republicans would have 
been split. Note Senator 
Borah’s loud roar in protest 
against taxing the little fel- 
low. Actually the maxi- 
mum use of the income tax 
and the minimum use of 
excise taxes is what the lit- 
tle fellow needs. At pres 
ent he is paying larger taxes 
than he realizes, because 
they are buried in his pur- 


chases. He pays an un- 
known amount on what he 
buys. 

If Federal revenue 


were derived fram all 
incomes and not at all 
from customs and ex- 
cise, the citizen would 
know the exact size of his tax burden and he would 
be paying it according to receipts instead of according 
to expenditures. 


The tax bill, sham as it is, has done one thing by reason 
of the publicity which its maladroit handling has incurred; 
the public now realizes what is in store for it in the way of 
taxation. 

After the elections, no matter who wins, the piper 
will begin to collect from the masses, who have little in- 
dividual income but the bulk of the total, whether by 
heavy taxes or by inflation. And inflation is merely 
conceded taxation in the form of insidious confisca- 
tion. 


Achieved legislation at the first session of the 74th 
Congress testifies to the President’s domination. The im- 
portant public bills that were on his must or near-must pro- 
gram, outside of the regular appropriations (in which the 
President got what he wanted) were: (1) Four-billion 
work-relief, (2) baby bonds, (3) social security, (4) Home 
Owners Loan Corporation increased lending capacity, (5) 
Oil Control, (6) Deposit Insurance extension, (7) Utilities 
regulation, (8) AAA amendments, (9) Labor Board, 
(10) Air Mail Service payments, (11) NRA extension, 
(12) war profits, (13) T V A amendments, (14) ship sub- 
sidy, (15) renewal of excise taxes, (16) gold clause, (17) 
litigation, (18) special tax (soak-the-rich) bill, (19) appli- 
cation of NRA code labor provisions to government con- 
tracts, (20) coal regulation, (21) extension of railway 
co-ordination, (22) motor carrier regulation. Compare this 
list with that of legislation enacted and you will see that the 
percentage of wins is surprisingly near 100 per cent, dis- 
regarding the fact that the President did not get what he 
desired in every act. 
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The President has thus established a new executive 
precedent as party and legislative leader. He has made a 
great advance for the executive as the responsible party 
and legislative leader. If the precedent is followed in the 
future we shall approximate as far as the Constitution will 
permit the European practice of responsible leadership by 
the premier, under which all public measures originate with 
the Government. The once cherished division between the 
executive and the legislative has been obliterated in practice. 
Not only has the President affirmatively shaped legislation 
but he has also affected it negatively. While he was beaten 
ia Congress on the bonus legislation, his veto prevailed. The 
one absolute defeat the President met with was the rejec- 
tion of the World Court in which, of course, only the Sen- 
ate was involved, and is not included in the legislative list. 
In view of the fact, often noted on this page, that the Presi- 
dent has been confronted on most of his measures by the 
personal opposition (latent or expressed) of many if not a 
majority of the members of his party in Congress this ex- 
hibition of dominant leadership is amazing, explain it as 
you will. 


Way is clear for the second session of this Congress to 
be relatively quiescent. The President intends that it shall 
be. Little if anything novel 





A feature of the latter program has an interesting side 
light. A government agency is to finance the sale of electri- 
cal appliances with charges below those prevailing among 
private finance companies. This may tend to bring install- 
ment sales charges down generally thereby cutting into the 
very favorable spread, which the companies have enjoyed 
for some time, between the rates the companies pay for 
borrowed funds and those imposed on the customer. 


The Guffey Coal Act just passed by which soft 
coal companies pay a confiscatory tax on gross if they do 
not conform to the government sponsored code and a 
lighter tax (90 per cent less) if they do, will probably be 
found unconstitutional. The shame of it is that Congress 
knew this was the prospect when it passed the bill, but 
labor gets a temporary sop and the threatened strike of 
September 16 is averted. 

This is not the only piece of hasty legislation upon 
which the Supreme Court will have to pass judgment in 
coming months. Unquestionably the Utilities Act, Social 
Security, the A A A’s processing tax, and others of doubt- 
ful constitutionality will be carried to the highest court. 

The result may give rise to a renewal of the demand 
for Constitutional amendment but it is unlikely that such 
a move will get far in the 





country as a whole. 





will start with him. Oppor- 
tunity will be given for some 
finishing, political touches, 
such as, possibly, the bonus 
legislation and further relief 
authorization, which fit in with 
the general plan of supress- 
ing controversy, cessation of 
the persecution of business and 
promotion of spontaneous re- 
covery. The Administration 
hopes to be able to go before 
the country next year with 
reform enacted and recovery 
clearly established. Credit or 
discredit for the former be- 
longs entirely to the Adminis- 
tration, credit for the latter 
will be boldly claimed. 

It’s a long way ahead, but 
the political wiseacres are be- 
ginning to say that in view of 
the ramifications of the in- 


business. 


for social security. 


Washington Sees— 


Administration favors labor and farmer over 


Big percentage of wins for the President in 
the record of accomplished legislation. 


All is politics from now on. 
The spending piper to be paid after election. 


Despite soaking the rich, the little fellow will 
have to pay the bill. 


Utility pressure to continue. 

Wall Street going into building mortgages. 
Recovery gaining momentum. 

W ork-relief still an enigma. 

Business faced by a tough problem in paying 


Social processing taxes 
is what the wisecrackers are 
calling the social insurance lev- 
ies, which President Roose- 
velt signed into law the other 
day. Employers are already 
figuring on how to pass the em- 
ployment insurance assessment 
of 6 per cent on to the ultimate 
consumer—and how to hold 
down payrolls (which may 
create unemployment). Doubt- 
less, also, there will be some 
smart figuring on the part of 
labor to hike wages in order 
to process the old age annuity 
levy back to the employer. 

A 6 per cent tax on 
payrolls is going to be a 
tough problem for business 
pilots trying to steer clear 





of red ink. Repercussions 





fluence of what Mr. Gadsden 
calls the $5,000,000 gov- 
ernment lobby it will be impossible for the Republicans to 
capture the next House of Representatives—no chance to 
turn over 108 seats, the number required to destroy the pres- 
ent Democratic majority of 215. The Senate, of course, in 
the nature of its fractional election, is cinched to the Democ- 
racy for the 75th Congress. The capture of the Presidency 
is the one possible prize of the 1936 elections. Senator 
Borah is playing for the capture, and hence is obsequious 
before Demos as never before. Many Republican moss- 
backs consider that Borah, with his double-barreled record 
of rebellion and conservatism, is the ideal leader for the 
Republicans in 1936. His age is against him as a President, 
but not against him as a candidate for “practical” purposes. 


Pressure on utilities is to continue even though the 
Wheeler-Rayburn Bill was finally passed with some of its 
teeth drawn. Congressional inquisitions will continue, rate 
agitation kept alive and government power projects pushed. 
Moreover, rural electrification is to be aggressively carried 
forward. 
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are bound to register in 
dividends. Redistribution of wealth is here. 

Works Progress program continues to be discour- 
agingly retarded. Local communities are refusing to meet 
national government expenditures with appropriations 
which will fatten work-relief payrolls, and the search goes 
frantically on for projects which will require only small out- 
lays for material and equipment. In the meantime a beau- 
tiful picture propaganda program is being planned. Every 
time a relief worker quits the dole and gets on the payroll, 
he is to be “stilled” and movied, grin and all. One of the 
big-labor proportion schemes under consideration is to estab- 
lish some 5,000 aviation landing fields. Despite delays the 
Administration predicts that all the 3,500,000 employables 
on relief will be out of the trenches by November 1. 

When Wall Street looks up from bond and share grub 
long enough to sniff the airs of profits appertaining to a 
building revival “it must be so.” At least one Wall Street 
firm, with the credit backing of two big New York banks 

(Please turn to page 515) 
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Down in [Tennessee 


Where the Comptroller General Frowns at T V A 


Cows, Cash Registers, Padded Expense Accounts 
and Other Novel Ways of Wasting Public Money 


By Ernest GREENWOOD 


in. . . . Yardstick cows bought at an average of 

$372 a head. . . . Ten thousand dollars spent for 
books, newspapers and magazines. . . . Padded expense 
accounts. . . . Money paid out without vouchers to show 
what for. . . . Contracts let to the highest bidder. . . . And 
so on at great length. 

Such are a few of the whimsies and eccentricities in- 
dulged in by the Tennessee Valley Authority in its enthusi- 
astic adventure into social reconstruction and the economics 
of electric power—whimsies and eccentricities brought to 
light in the routine audit of T V A’s accounts by the literal 
minded Comptroller General McCarl, whose duty is to 
see that public money is lawfully spent. 

Here is the most highly publicized New Deal power 
yardstick, the experiment that is going to show the public 
and the private companies how the utility business should 
be run and what it is all about. Unlike the private con- 
cerns, its motives are above question—so why should it 
bother about such a trifle as the keeping of proper accounts? 
To be sure, officials of a private corporation playing fast 
and loose with company money would risk grave danger of 
losing their jobs, if not going to jail; but this is a public 
enterprise and its ideals are so very, very high that it 
doesn’t make any difference how the money is spent or 
the records are kept—and, besides, Comptroller McCarl is 
an old meany! 


es registers that don’t tally with the cash there- 


Expenditures Questioned 


Going down the long list of T V A items of expenditure 
questioned by the Comptroller General—a total of a mere 
$2,000,000 or so—one doesn’t know whether to laugh or 
to get mad. Mr. McCarl, when he testified on the matter 
before the House Military Affairs Committee, seemed 
exceedingly peevish and his caustic 
comments showed a painful lack of 
appreciation of some of the public 
service being rendered in the Ten- 
nessee Valley Empire by various 
gentlemen comfortably established 
on the T V A payroll. 

The result of the audit leaves one 
gasping at the bare-faced disregard 
of the interests of the people who 
must pay for this economic mon- 
strosity. Some of the items com- 
mented on by the Comptroller Gen- 
eral are just drab and more or less 
uninteresting examples of padded 
expense accounts, moneys paid out 
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with no vouchers to show what they have been paid out 
for, examples of letting contracts to the highest bidder F 
rather than to the lowest responsible bidder for reason — 
which are yet to be explained, over payments, unnecessary | 
or uncalled for expenditures, and a score of other acts) 
ranging from sheer wastefulness to what would be strictly | 
illegal in a routine government department. q 

Others are delightfully funny in spite of the fact that § 
they indicate a total disregard of other folks’ money. Still F 
others are of a nature which, if fully understood by the 7 
public, would create such indignation as to easily cause F 
a march on Muscle Shoals and Knoxville. 





Good, Clean Fun 


One of the most interesting features in connection with 7 
this whole scheme of social uplifting in the State of Ten | 
nessee which is supposed to accompany the entire plan of © 
putting the private utilities in about five states out of busi H 
ness is the psychological effect on the children. It seems] 
that among other things the Comptroller General discov 
ered that the cash registers in the commissaries, cafeterias 7 
and barber shops failed to tally with the amount of cash 
they contained. The difference might be small and again 7 
it might amount to several hundred dollars. The only § 
explanation which the authorities had to make was that 7 
they just couldn’t keep the children from playing with 
the cash registers. Little Henry, or Mary, or Gwendolyn 7 
had to ring up dollars to hear the pretty bell tinkle. : 

Unfortunately, Comptroller General McCarl is an old [ 
fogy who has some queer idea that public business is really [ 
business instead of some sort of a game to be played with 
tax-payers’ dollars as counters. Of course, the T V A} 
didn’t want its books audited and did its best to keep them 
from being audited. When they were audited it couldn't | 
see why, if the children were having 
fun with the cash registers, any one 
should be serious about it—what’s [ 
the use of spoiling the fun? 

But McCarl did audit the books 
and in doing so acquired a very | 
bad headache. He emerged from ff 
the mess exceedingly peevish and 
demonstrated quite clearly that he | 
didn’t have a proper attitude of § 
tolerance. In fact, he told the Mili 
tary Affairs Committee that the 
T V A officials had played fast and | 
loose with public money in large 
and small amounts. 


wee 




















Some one connected with the | 
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Authority thought it ought to go 
into the dairy business. So a herd 
of 25 cows and a bull were pur- 
chased from various owners in May, 
1934, at prices ranging from $50 to 
$950 each, averaging $372 per head, 
an aggregate of approximately 
$10,000. Some of this stock, bought 
at prices as high as $950 per head 
at an auction sale, was offered to 
the Authority prior to the sale for 
$200 per head—several months later 
(September 8, 1934) two of the 
cows were sold for $396 or $198 
each. 

Furthermore, it appears that milk 
from this dairy containing 6 per cent butter fat was 
exchanged with commercial dairies for other milk with a 
4 per cent butter fat content. Concerning this the 
Comptroller commented: “Just why an expensive dairy 
herd was developed to produce a high grade of milk when 
such milk is to be exchanged for an equal quantity of 
inferior milk is not apparent.” 


Great Readers 


The Comptroller General takes exception to more than 
$2,000,000 of expenditures covering a wide variety of 
items to be found in travel and subsistence; the purchase 
of utilities property; contracts—formal, informal and miscei- 
laneous; newspapers, magazines and books; disbursements 
to other government departments; etc. Approximately 
$10,000 was spent for books, magazines and newspapers. 
Great readers, these T V A people. 

Over $222,000 was spent for regional development, plan- 
ning, surveys, etc. The biggest item is for agricultural 
and industrial surveys and the most modest is one of $27.69 
for new cemeteries, Engineering Division Service. Appar- 
ently they bury them cheap in Tennessee. Fertilizer 
investigation has cost more than $140,000. The taxpayers 
havent taken sufficient punishment in the fertilizer game. 
Nitrate plant No. 1 never would work because it had never 
occurred to any one that highly-experienced technicians are 
necessary when one goes into any business connected with 
the chemical industry. Nitrate Plant No. 2 was obsolete 
long before it was completed. 

The law does not seem to mean very much to the direc- 
tors of the Tennessee Valley Authority—not even the law 
which brought it into existance. Section 8-A of the Act 
states: “The corporation shall maintain its principal office 
in the immediate vicinity of Muscle Shoals, Ala.” In 
response to this command the Authority spent a lot of 
money reconstructing the administration building at Muscle 
Shoals. They made a good administration building out of it. 

But life in Muscle Shoals appar- 
ently had very little appeal for ofh- 
cials and their subordinates. One 
can hardly blame them. The night 
life is far from exciting and shop- 
ping facilities are limited. There 
are none of those quiet little places 
where one can drop in for a snack 
and a glass of beer or a before dinner 
cocktail. 

So the Board decided to fix things 
up and by resolution moved head- 
quarters and the general offices of 
the organization, including the dis- 
bursing officer, director of person- 
nel, local division and all other 
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executive departments to Knoxville, 
Tennessee, which was more to their 
liking. In order to do this they 
rented buildings at a cost of approxi- 
mately $36,000 a year. The re- 
constructed administration building 
at Muscle Shoals stands as a lonely 
monument to the lack of progres- 
siveness on the part of the natives 
they failed to make living there at- 
tractive for government officials from 
Washington. 

When they were established in 
Knoxville, however, they found they 
still had to maintain some kind of 
connections with Muscle Shoals, 
Wheeler Dam and other activities in the vicinity desig- 
nated by law as the headquarters. It was still headquarters 
on paper but it is dificult to maintain headquarters even on 
paper when it is cut off from the rest of the world. So 
they installed private telephone trunk lines, bought a fleet 
of airplanes, contracted for others, and spent a lot of 
money on motor transportation. 

While on this subject of transportation there are one 
or two items which indicate the manner in which the tax- 
payers’ money is being conserved. One official drove a 
hired car from Knoxville to Muscle Shoals and return 
(June 15-17, 1934) a distance of 694 miles, the hire being 
$34.70 which with gas and oil made the cost to the Govern- 
ment about $45. The round trip fare by train is 
$11.10 plus $5 for Pullman space. In one period 
checked by the auditor for the Comptroller General it 
appeared that while 53 T V A owned cars were driven 
less than 1,000 miles, rented cars in the same period were 
operated a distance of 114,007 miles at an average cost of 
around 7 cents a mile. 





Salaries Paid in Advance 


One could write a book on the individual items to which 
the Comptroller General took exception. One of the most 
significant is salaries paid to the directors in advance. What 
caused him the greatest anguish, however, is the capital 
set-up and the method adopted for establishing reserves for 
depreciation. 

Looking over what Mr. McCarl found in this capital 
set-up one gets the impression that the administrators of 
the Tennessee Valley Authority are like children playing 
with hundred-thousand-dollar bills as though they were 
mere bits of colored paper. For example, while the prop- 
erties turned over to the Tennessee Valley Authority by 
the Government of the United States cost the tax-payers 
nearly $133,000,000, the amount accounted for on the 
books of the T V A is only $51,000,000. What became 
of the other $82,000,000 of the tax- 
payers’ money which was spent by 
the Government along with the $51,- 
000,000? Are the managers of the 
T V A possessed of some secret 
knowledge of Oriental magic wherc- 
by they can wave a fairy wand and 
say to the people: “You do not see 
this 82 million dollars, you never 
had it and you never spent it.” Yet 
this is what they did when they 
arbitrarily established a capital set- 
up which is only 38 per cent of the 
actual cost of the property trans- 
ferred. 

(Please turn to page 514) 
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What the New Banking Act 
Means 


The Most Important Piece of Banking Legis- 
lation Since the Federal Reserve Act Cen- 


tralizes Vast Powers to Inflate or Deflate 


By LaurENCE STERN 












HE Federal Reserve 

System, established in 

1913 after extensive 
consideration and public de- 
bate, was regarded as—and 
proved to be—a_ towering 
landmark in the history of 
American finance. 

The Banking Act of 1935, 
recently made law by the 
President's signature, was 
framed in Congressional con- 
ference by the give and take 


action. 


For the first time there is to be centralized in 
the hands of an agency of the United States 
Government the authority and the power to 
control the expansion and contraction of bank 
credit—the check money with which we con- 
duct fully 90 per cent of all business trans- 


will depend so peculiarly and 
vitally upon the judgment of F 
the men who will be placed F 
at the credit helm. It is as if} 
Congress said: “Here is the 
ship. The President will ap | 
point seven officers to run tt. 





selves where they want to go 
and how to get there.” 


for these seven captains of the : 
national credit ship are s 








of a handful of men, without 
public debate, with very little 
public discussion; almost as casually, it would seem, as if it 
were an appropriation for flood control on the Missouri 
River. 

Yet in this measure we adopt a policy basically more 
significant than was establishment of the original Reserve 
System and embark upon an experiment which, in its 
potentialities for good or ill, dwarfs most of the legislation 
jammed through this year’s session of a Congress “hell bent 
for reform.” 

It being a fact accomplished, it is useless further to be- 
wail the somewhat haphazard manner of its accomplish- 
ment—useless, too, to concern ourselves with the prevalent 
bickerings as to whether it marks a victory for the con- 
servative philosophy of Senator Carter Glass, “father of 
the Reserve System,” or for the liberal philosophy of Mar- 
riner S. Eccles, governor of the Federal Reserve Board. 


Great New Power Given 


The important thing—the thing besides which everything 
else is secondary—is simply this: For the first time there 
is to be centralized in the hands of an agency of the United 
States Government the authority and the power to control 
the expansion and contraction of bank credit—the check 
money with which we conduct fully 90 per cent of all 
business transactions. True, we have been drifting toward 
it for some time in both theory and practice, but without 
effective mechanism. Today we have, to all intents, gone 
the whole way. Public control of credit is a public policy, 
so avowed; and the machinery is set up. 

Such is the law—but never was there a law whose results 
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general as to leave the Presi| 
dent wide latitude in his ap 
pointments, subject to the approval of the Senate. All may | 
be Democrats, if Mr. Roosevelt so elects. None need have | 


had practical banking experience, if Mr. Roosevelt s0 7 
chooses. It need hardly be said that the President would be | 


less than human if he did not man this ship with officers in 7 
accord with his own New Deal philosophies. 


The Men with Authority 


He is empowered to name the entire board, dropping all 
present members on February 1, 1936. Obviously, then, since | 
the personnel of the new board is a matter of paramount 
public concern, let us first consider this side of the set-up. | 
The terms of the governors will be fourteen years; the 
salary will be $15,000 and governors are to be eligible’ 
neither for re-appointment nor to a pension. Moreover, 
unless he serves a full term of fourteen years no governor | 
can retire for the purpose of entering private banking ex 
cept by waiting two years following such resignation. The 
first appointees, however, are to be named for varying 
terms so as to provide for the expiration of the term of not 
more than one member in any two-year period. The Secre’ 
tary of the Treasury and the Comptroller of the Currency, 
now ex-oficio members, will have no place on the new 
board. 

These changes—fourteen-year terms, larger salaries and 
dropping the Secretary of the Treasury and the Comp 
troller of the Currency from the board—are in the direc 
tion of lessening the political influence on credit control. 

Quite aside, however, from the reality that under any 





Administration the initial appointments would most a 
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tainly be influenced by politics, in this publication’s opinion 
the above reforms do not go far enough to insure that even 
ultimately we will have a Supreme Court of Credit com- 
| manding the disinterested services of outstanding men in 
whose judgment and integrity the public will repose a 
confidence matching that in which the United States 
F Supreme Court, for example, is held. 
} Supreme Court justices are appointed for life at salaries 
§ of $20,000, except for the Chief Justice, who receives 
© 520,500. We believe governors of the new Reserve Board 
S should be paid at least $20,000 and preferably $25,000; 
F and that, if not appointed for life and not eligible for re- 
) appointment, they should certainly be eligible for a pension 
equal to a major proportion of salary. Under the present 
arrangement, it is greatly to be doubted that outstanding 
men can be obtained. The prospect offered them—unless 
possessed of private means and a strong urge for public 
service—is a maximum of fourteen years of public em- 
ployment at $15,000 a year, and then out, fourteen years 
older, to hunt a private job. 
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Credit Controls 


So much for the men. What of the weapons to be 





rly and placed in their hands? One can only say that, notwith- 
nent of © standing much discussion about “compromises” and victories 
Placed © for the conservative Senator Glass, the Roosevelt Admin- 
1S as I istration has achieved its major objective—centralized au- 
is the” thority and responsibility in the application of the three 
will ap- | major instruments of credit control, viz., rediscount rates, 
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cers from day to day. 
By mere majority 
vote of four gover- 
nors it has the pow- 
, _ er to double present 
ng alF Reserve require- 
, SINCeF =ments to be main- 
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igible| tolower them again.  4¢me Photo. 
eOver, Together with five Marriner S. Eccles 
ernot; representatives of 
ig eX! the Federal Reserve 
The Banks it has full 
rying! control over the open market operations of all twelve Fed- 
f not eral Reserve Banks. 
ecre’ In other words, if the seven men to be appointed by the 
ency, President elect to vote together, they can virtually dictate 
new the volume of credit in this country and its cost. This 
means, of course, that if they wish they can force the 
and Federal Reserve System to finance an endless Federal debt 
Omp’ by unlimited purchases of Government bonds in the open 
jirer| market. Under previous laws, Federal Reserve Banks 
trol. could not be forced to follow the open market policy 
any formulated by the open market committee, though they 






cer’ § 


FET) 


usually did so; and reserve requirements could be changed 


for AUGUST 31, 1935 












Author and Reviser of the Banking Law of 1935 


only by Presidential proclamation of a national emergency. 

But what of the five representatives of the Reserve Banks 
who will also have a voice in determining open market 
operations? If one governor of the Reserve Board out of 
seven voted with them, could that not produce a deadlock? 
And if two governors of the board voted with a united 
delegation of five representatives of the Reserve Banks 
would that not thwart the will of a majority of the board? 
It would be possible, but not likely—because it happens 
that during all the argument as to how many representatives 
the Reserve Banks would have on the open market com- 
mittee a much more vital point was generally overlooked: 
namely that the chief officer and second officer of each of 
the twelve Reserve Banks can be appointed by their 
directors only with the confirmation of the Federal Reserve 
Board! Moreover, these regional captains are to be ap- 
pointed for only five-year terms and re-appointment also 
must be confirmed by the Federal Reserve Board. It need 
hardly be observed that under the arrangement harmony 
is very likely to prevail. 


Potential Credit Inflation 


With respect to potential credit expansion, two provisions 
of the new law are especially significant. The first is that 
which permits member banks to make real estate loans up 
to 60 per cent of the value of the property and in aggre- 
gate amount equal to the lending bank’s capital and surplus 
or 60 per cent of its time and savings deposits, whichever 
is greatest. The second is that which permits the Federal 
Reserve Banks to 
lend to member 
banks on their notes 
“secured to the satis- 
faction of such Fed- 
eral Reserve Bank,” 
at a rate of interest 
Y of 1 per cent 
above the prevailing 
rediscount rate. 

With banks at 
present having dit- 
ficulty in finding 
profitable loans, the 
above liberalizing 
provisions will al- 
most certainly in- 
duce many to invest 
more actively in 
long-term mortgages. 
Heretofore, in mak- 
ing such loans banks 
have had to take the 
risk of being “froz- 
in such invest- 
ments as were made 
in mortgages. Should 
full liquidity at any 
time become a necessity it could not be had. Therefore, 
many banks refrained from making mortgage loans and 
others confined such investments to a very small propor- 
tion of resources. 

Under the new law, banks can borrow from the Reserve 
Bank on their notes secured by real estate mortgages at a 
rate of interest only 1% of 1 per cent above the rediscount 
rate. Under present conditions of record low money rates 
mortgage loans at 6 per cent are decidedly attractive. 

Both the mortgage loan provisions and the relaxation of 
the standards governing bank paper eligible as security 

(Please turn to page 515) 
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Significant Foreign Events 
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Mussolini Refuses to Be Turned 





Led by Il Duce, whose complete con- 
trol of the press probably prevents his 


* 
people from knowing the true state of The pernicious anaemia of French i inf® Scha 
world opinion, Italy seems determined dustry since the war has made it im 7 tions 


possible for manufacturers to cope with™ sates 
the more vigorous competition beyoni in Ju 
her borders. Hence the present gor Ee 
ernment is, by force of circumstancef® crea: 
committed to a pampering policy of B08 
industrial protection. : All 


to wage war on Ethiopia, a fellow mem- 
ber of the League of Nations which, 
so far as a dispassionate observer can 
see, was peaceably minding her own 
business. Great Britain, desperately 
struggling to avert the impending con- 










flict which is a menace to her and her While some thirty-odd quotas aff% mor 
empire trom a dozen different direc- fecting American imports have bee prov 
tions, remains determined to act col- abolished, closer inspection reveals thaj® yent 
lectively with other members of the in each of the categories so affected the 





League. She refuses, however, to take none of the American exporters had af will 


independent initiative. But what if the League decides to any time taken advantage of their total quota allotment} sch 
bring financial and economic pressure to sway Italy? Sanc- An empty gesture, but characteristic of French magnanif} cert 
tions mean war, say the Italians with a bloated egotism mity. Rumors are rife in administerial circles that the gov§ pre: 
which can only be understood by one who has seen Musso- ernment contemplates removing all quotas including thos§} ary 
lini in action. Nor can one believe that this is wholly of vital trade importance to the United States, such as of d 
“bluff.” Great Britain may command entrances and exits automobiles and fresh fruit, but the abolition of these quotall crit 
to the Mediterranean but Italy’s natural position of com- will be simultaneously counterbalanced by a_ prohibitive 

mand is something about which to think. And who can jacking up of specific tariffs. The net benefit to Americal 





doubt that war between England and Italy would not trade would in consequence be practically negligible. In th 
shortly drag in the rest of Europe if not the world? same spirit of indifference, the French government struck ay 
Even supposing the present conflict can be confined to indirect blow at Allied Chemical and other chemical com: 
Ethiopia and Italy, it is a menace to the future peace of panies by allocating, of the global 50,000 ton nitrate quotayy 
the world. Emperor Haile Selassie with considerable logic 40,000 tons to Chile; 10,000 tons to Norway. Similarly, 
sees in it the seeds of racial antagonism, white races against the same government soaked American refrigeration equip= 
black and the yellow against the other two. Certain it is ment companies, which by dint of a costly missionary cam 
that Britain, ruler over countless millions of dark skinned — paign had gradually created a certain ice-consciousness inf 
people, needs fear riots and insurrection, whose ultimate a previously lukewarm bourgeoisie. Having inaugurated ¢f 
ending no one knows. system of low electric power rates for household equipment St, 
Mussolini has taken upon his shoulders a responsibility consumption, the American pioneers were unceremonioush} 
that only a god or a fool would care to assume. removed from the market in an abortive attempt on th? ly 
part of the French to create for themselves an infant jn 
aoe domestic industry. di 
French Program Little Help to U. S. Trade Meanwhile, Paris couturiers report larger sales ti of 
American buyers at midsummer shows than at any tim) re 
As a natural consequence of Mr. Laval’s none too im- since the aftermath of the crash of 1930. This is perhaps co 
maculate conception of a government somewhere between the only bright spot in the Franco-American trade situa) th 
the new Fascism of Italy and the old democracy of the tion. As pig iron is the most sensitive index of future sted! jc 
Third Republic, the second brood of decree-laws has been production, so the order books of American buyers in tg 
hatched. Too numerous to discuss in detail, their primary — are indicative of a more hopeful outlook for the d; 
aim is to effect sweeping economies in budgetary expenses American garment manufacturers and the retail dres 
while attempting at the same time to attain a proportionate eerie 2s. 
reduction in the cost of living. Deflation of this character It is difficult to predict whether the apparent uncollabora k 
has been pursued ad nauseam by other countries of the tive attitude of French officialdom will hinder or advance 
Gold Bloc, but doomed in each instance to inevitable failure. negotiations under way for the conclusion of a commercial 
As fast as retrenchment is effected, so purchasing power is treaty with the United States. In any event, let us hope d 
diminished, taxable income declines, revenue falls short of that future diplomatic developments will not occasion an Pe 
estimates and the budget problem is back where it started. epidemic of those windy declamations which since thet 
While the attainment of budgetary equilibrium is un- time of General Lafayette have characterized “Tamitie | 
questionably an admirable ambition, the establishment of Franco-Américaine.” ii 
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Germany's New Deal 


Germany has enjoyed the dubious benefits of a continu- 
ous stock market boom since 1933—the index of the Bourse 
of Berlin rising from 63 in that year to 93.3 at the begin- 
ning of July, 1935. One may well ask what are the reasons 


| for this phenomenon in the face of accentuated economic 


malaise and ever-diminishing dividend returns. Despite 


} repeated assurances of internal financial stability by Hitler's 


spokesmen, stock market prices persist at levels well above 


© the value of other tangible property, notably government 
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Bm securities. 
‘term investments proffered by Dr. Schacht, weigh wisely 






for AUGUST 31, 1935 


Owners of capital stubbornly refuse the long- 


the capital risks involved, are bullish on German industry, 
bearish on Hitler. 

The extraordinary current liquidity of money springs 
from no organic or natural cause but reflects the reflux 
of innumerable types of financial paper, issued by Dr. 
Schacht, discounted by specially arranged financial organiza- 
tions, finally rediscounted by the Reich itself. Call money 
rates have dropped from 5 per cent in 1933 to 3 per cent 
in July of this year: monthly rates from 534 to 24%. Corre- 
spondingly, sight deposits have in- 
creased from 360 million Reichsmarks 
to 819 million during the same period. 
All attempts to apply a sponge to this 
monetary inundation have so far 
proved of little avail. One cannot 
venture the precise direction which 
the fertile imagination of Dr. Schacht 
will take to impose his paper financial 
schemes on the nation. One thing is 
certain—failing ordinary persuasion, 
preemptory arguments of the custom- 
ary Hitler brand will be adopted. 

Nevertheless, in the Hitler Reich 
critical analysis has not altogether 
died. The stock market boom is a 
mute protest against money without 
gold coverage, the cavalier use of pub- 
lic funds, the system of marks blocked 
and depreciated. One cannot help 
but draw comparisons, odious though 
they may be, between the Third Reich 
passing through this period of govern- 
ment financial strain and the recent 
embarrassments encountered by the 
Roosevelt regime in the United 
States. 

The most casual observer can hard- 
ly fail to notice the coincidence of 
increasing business recovery and the 
diminishing prestige and effectiveness 
of the government’s New Deal during 
recent months. If industrial recovery 
continues, will business interests or 
the investing public in either Amer- 
ica or Germany be as anxious as ever 
to indorse a policy of intensive intervention which is now 
displayed as a self-evident failure? 


Acme Photo. 


* * * 


Royal Roads of Cement 


Belgian cements have caused more diplomatic friction 
during the past ten years than perhaps any of the other 
cheaply manufactured products exported from this country 
to the United States. For decades Belgium artificial Port- 
land cements have sold at prices lower than those prevail- 
ing elsewhere in the world. In fact, America built roads with 








HAILE SELASSIE 
Fearful of Racial Warfare 





Belgian concrete while Belgian dog carts still bumped along 
on granite paving blocks. 

In 1928 this country exported to America 268,000 
metric tons of Portland cement, comprising approximately 
one per cent of our annual domestic production of 178,- 
000,000 barrels. While the volume of imports appears 
relatively small, they served nonetheless to create among 
the erstwhile clients of American producers a nation-wide 
demand for the Belgian product. Such a protest was raised 
by manufacturers in the United States that legislation was 
passed increasing the duty to 6 cents per hundred pounds, 
in the Tariff Act of 1930. This measure effectively elimi- 
nated Belgian competition for the time being. Recently, 
however, through the ratification of the Belgo-American 
trade agreement, a reduced duty of 4/2 cents per hundred 
pounds on Belgian cement went into force on the first 
of May, 1935. Meanwhile, the Belgians have created a 
new cartel for the conquest of foreign markets and have 
appointed negotiators abroad to drum up trade and remove 
obstacles to better business. 

It is no secret that behind this advantageous integration 


‘of the cement industry stands the government of Prime 


Minister Van Zeeland. In this in- 
stance, the government has been aided 
by the Belgian National Bank to 
further the interests of domestic ce- 
ment enterprises in recapturing their 
foothold in foreign markets. Although 
Belgium produced only slightly more 
than two million tons last year, her 
total capacity amounts to five million 
tons, or one-sixth of the American 
output in the peak year of 1928. 
With cement selling at $1 a barrel 
f.o.b. Antwerp, plus the very moder- 
ate freight charges of $2.50 per ton to 
New York, the Belgian cement indus- 
try is in a most favorable position to 


bid for the United States market. 


The Iron and Steel Trade— 
Factors of European 
Competition 


Although American steel produc- 
tion showed some gain in recent 
months, competition from abroad 
must inevitably continue as long as 
ocean freight charges from Hamburg 
and Antwerp to San Francisco re- 
main lower than rail rates to the 
West. European steel merchants are 
enjoying an era of good fellowship 
epitomized by the drafting of an 
agreement among the chief rivals at 
Brussels on July 27 and the signing of 
this agreement at London on July 31. 
By this accord, the European Steel Cartel and the British 
Iron and Steel Federation have agreed on a division of 
local markets, whereby Britain permits continental imports 
of 670,000 tons annually of semi-finished products for re- 
working and for the patriotic process of stamping the 
‘Made in England” slogan. 

To America the agreement is significant insofar as that 
European signatories, having set their own houes in 
order, may be expected to compete more keenly in the few 
remaining contested markets of the world. Despite tariff 
barriers, even the United States is considered a fair market 

(Please turn to page 516) 
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teristics to Price Movements and Require 


New Technique for Successful Operation 


ow Margin Requirements 


Your Stocks 


Loan Regulations Give New Charac’ 





By Frepgrick K. Dopce 


OAN regulations of the Securities Exchange Commis- 
sion which apply to the purchase of stocks either on 
margin or bank loans, have made significant changes 

in both the character of market movements and in the 
behavior of individual prices. With each issue having a 
loan value of its own, which may change as its market price 
advances or declines, we now have a much different back- 
ground for speculation and even for investment than that 
which existed heretofore. 

Formerly, banks and brokers required borrowers to 
maintain a minimum equity based on the market value and 
the amount of the loan made when securities were pur- 
chased. Under the Security Exchange Act, the maximum 
loan that may be made on any particular security is strictly 
limited and the Federal Reserve Board is authorized to 
regulate such loans. Thus bankers and brokers are not 
only definitely limited in the amount of credit they may 
advance to customers, but they are also accountable for 
enforcing all of the minute regulations aimed at speculation 
on our security exchanges. 

The resulting conservative loans that are made on com- 
mon stocks and the inflexible manner by which they are 
calculated, have already com- 


5 ea 


and would rot be “touched off” simultaneously. Further 
more, the slowly altering loan values exercise consider: | 
able restraint on shaky pyramids of holdings. In other | 
words, it is no longer possible, regardless of a stock ad 

vance, to take advantage of all paper profits to acquire | 
additional shares, until the stock has emerged from the fy 





anti-pyramid zone and moved into a price zone of larger 


loan value. 3 
It has been contended that this limitation on pyramiding § 


lias restricted public participation in the market, but this? 


is debatable. What it has most certainly done is restrain” 
the rate of advance of many stocks until they approached 7 
the limit of the pyramid zone and from there on acceler: 
ated their pace. 

For example, at this writing, when stocks are in new) 
high ground. Of the fifteen most active stocks traded in| 
a single day of big volume, seven had just moved into — 
high levels at an accelerated pace, five were already) 
above their anti-pyramid zone and the other three were 
approaching the price level at which pyramiding might 
be pessible. One swallow does not make a summer, but | 
it is certainly significant that every one of the most active | 
stocks on some recent very active 





menced to affect the movement of 


days of trading should be eligible 





stock prices and market technique 
has been greatly altered as well. 
Even the limited experience under 
S E C regulation seems to have 
demonstrated that the technical 
strength of the stock market has 


r| An Lxam 


\PLE OF ebicniies tC: 
a Seep or ADVANCE WITH THE L } 
| PENETRATION OF THE PyRAMID ZONE. | [| 


Ea CRAL Morons Common | 


for higher loans or else had that | 
prospect. Furthermore, it is um 
likely that, on a market reaction, 
these stocks would lose a great deal 
of their price advance because there 
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For explanation, we must look 

























































































descent are less likely under the |. sof" ‘ 

new regulations. Most of the mar- f§ [017] Ti ¢ to the regulations governing loans. 
ket declines since the S E C have fs 4 Under S E C, the maximum 
been in the nature of steady drift- * ss | 8 amounts that may be loaned on 
ing to lower levels without rallies | < common stock collateral by either 
in contrast to the violent reactions | banks or brokerage houses is speci 
and rallies of former days. The ” 30.0 fically defined in the Act of Con: 
reason for this is traceable in large gress: 

measure to inflexible loan regula- Seen a ... an amount not greater than 
tion. For one thing, stop loss or- as ha a * whichever is higher of: (1) 55 per 
ders are not so likely to be placed -te22% {| centum of the current market price 
a few points below the market but “CL of the security, or (2) 100 per 
may be placed with reference to ” eli eel tadt ae ack RE Sty ae AUGUST centum of the lowest market price 
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F the place of greatest economic opportun- 


© it is Japan. 


© finally to Africa; tin from Cornwall to 
* the Malay Straits. 









Straws In the Wind 








Opportunity for the South 
Industries, like individuals, gravitate to 


ity. For a thousand years the home of 
silk was Italy and southern France. Now 
Copper has moved from 
Spain to the United States, to Chile and 


According to present indications the 
next big industrial migration may be 
paper—cheaper and better paper made 
from Southern pine, instead of from Cana- 
dian spruce. This, of course, would not 
please our Canadian neighbors, but a new 
industry would come in very handy in 
the South as it wonders what to do with 
the people who once picked and ginned 
the cotton that the A A A now pays not 
to have raised. 











toilet articles, lamp bases, soap dishes, 
tableware, ash trays, furniture and other 
finishes—all in a maze of different colors 
and variety from transparent to opaque— 
are almost all plastics. Commercially the 
dielectric strength of plastics has led to 
their wide adoption for insulation in elec- 
trical manufacture. They form a part of 
most appliances of all kinds. The auto- 
motive industry has become a large user 
for distributor heads, control tops and 
steering wheels. The building industry is 
requiring additional quantities and other 
industries are daily becoming users of 
plastics. 

Naturally, this is proving a boon to 
manufacturers of the plastics, or synthetic 
resins. The chemical manufacturers such 
as Allied Chemical participate in the 
production of raw materials, while duPont 
produces both raw materials and many 
finished products from plastics, such as 








This is not a dream or a laboratory ex- 
periment. The preliminary work has 
been done. For demonstration, leading daily newspapers 
in the South have been printed on such paper. Cost is 
the vital element, and it is conservatively estimated that 
newsprint made from Southern pine can be delivered in 
New York at less than $28 per ton, against the current cost 
of $47.24 per ton for Canadian newsprint. 

Varieties of pine in the South include long leaf, loblolly, 
slash pine, short leaf, Virginia pine, and pond pine. 
Besides their yield of lumber, rosin and turpentine, chemis- 
try has shown them to be all one for purposes of the paper 
mill—with possibilities in the direction of rayon and 
cellophane. 

Canadian spruce is slow growing. Southern pine, espe- 
cially slash pine, grows to useful size in a very few years. 
Thus, on any sizable tract devoted to manufacture of paper, 
reforestation could keep pace with harvesting. We import 
each year more than $150,000,000 worth of paper and 
paper products. As long as we are following the rest of 
the world into nationalism and the utmost in self-sufficiency, 
here is a bet that has been overlooked. All that is needed 
is initiative and a bit of capital seeking profitable employ- 
ment. 


Plastics 


From such strange and unrelated substances as carbolic 
acid, formaldehyde, the casein in milk, by-product of the 
soy bean and ammonia, has come by grace of modern 
science a new class of useful material which have given 
birth to several industries and modified the course of others. 
These materials are known as plastics. Neither boom nor 
depression has seemed to alter the steady expansion in 
demand for them, as countless new uses are steadily 
developed. 

We meet the plastics in one form or another throughout 
everyday life from the toothbrush handle which we grasp 
On arising to the case which encloses the clock at our bed- 
side at night. Umbrella handles, radio dials, pipe stems, 
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pyralin toilet articles. Eastman Kodak 
has a part in the business as does Hercules Powder and 
others. Then there is the Bakelite Corp., the pioneer in 
synthetic resins, the Catalin Corp. and several others pro- 
ducing similar products, besides such manufacturers as 
Reynolds Spring which produces plastics for motor car 
manufacturers in addition to motor accessories. 

Hard rubber, celluloid and wood have a vigorous competi- 
tor in a new class of materials scarcely known a dozen years 
ago, and the adaptation of synthetic resins to the demands 
of modern living have only begun. 


* * * 


The Heaviest Sales Tax 


Suppose the sales tax on a $100 radio was $43, or the 
sales tax on a $40 suit of clothes was $17.20, or the sales 
tax on an $800 automobile was $344—if such was the case 
the public either would not buy these products or it would 
rise up in wrath and chase out of office a few of our 
prodigal political spenders. Yet such is the rate of taxa- 
tion—43 per cent—that was paid on the gasoline consumed 
in this country last year. Since it is a matter of pennies, 
rather than dollars, that the tax collector extracts from the 
motorist every time he buys five gallons of “gas,” this ever- 
mounting impost is painless, at least according to political 
theory. In any event the pain not yet has been enough to 
arouse gasoline consumers to effective protest. 

The average gasoline tax is now more than the wholesale 
price of the product. At the rate we have been going, it 
will not be long before the tax equals the retail price. In 
1920 the average annual fuel cost of operating an automo- 
bile was $178.44 and the gasoline tax was fifty-four cents. 
By 1933 the fuel cost had dropped to $74.46 a year and 
the tax had risen to $32.46. The latter sum, incidentally, 
is almost as much as the average family pays for the annual 
electric light bill. The next time some Senator gets the 
bright idea of demanding a $50,000 appropriation to in- 
vestigate the “oil trust” it might be a much better idea to 
investigate gasoline taxation. 
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Semi-Annual Dividend Forecast 


Part ITI—Oils, 


Public Utilities, 


Merchandising, Aviation, Amusements 


E are now well into the third year of economic 

recuperation and despite its irregular course the 

results are cumulatively reflected in a rising trend 
of aggregate corporate earning power and a consequently 
more liberal distribution of dividends to investors. The 
year to date has produced 


merchandising, oil, amusement, aviation, public utility and 
miscellaneous companies. Part I, which appeared in the 
issue of August 3, covered the railroads, automobiles, 
accessory companies and various equipment industries such 
as agricultural, electrical, business, etc. 

In the immediately preced- 





hundreds of favorable dividend 


ing issue of August 17, Part 





changes and has established 
the foundation for many more 
extra payments or increased 
rates in coming months. 

The investor's interest is 
not alone in this generally fa- 
vorable trend, but more speci- 
fically in developments and 
dividend prospects in individu- 
al companies, some of which 
set the pace while others lag 
behind. It is to serve this 
specific interest that Part III 
of our expanded Dividend 
Forecast is herewith presented 
covering the outlook for the 
following industries and the 


ings. 


pany in that industry. 


INDUSTRY 


A—In a strong and expanding 
position. 


B—In a fairly strong and 
stable position. 


C—Depressed but prospects 
for recovery moderate- 
ly favorable. 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement. 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters A, B, C and D are applied 
in rating the industry; 
1, 2, 3 and 4 in rating the position of the com- 


II of the Dividend Forecast in- 
cluded the principal companies 
in steel, metal and mining, 
chemical, building, food, sugar, 
tobacco industries. 

In these three parts the 


and the numerals 


Thus: reader is thus afforded a com- 
COMPANY prehensive picture of the situ- 
1—Large current earnings; ation in the major industries 


dominant in field; 
strong financially. 
2—Good potential earnings; 
important company; 
good financial position. 


and an indication of the cur- 
rent earning position and out- 
look for the leading compa- 


3—Earnings still relatively nies. 
low; fair financially; 
business volume mod- The tables and comment 
erate. mie : eres, 
4—Doubtful outlook; weak Comprising this service are 


financial position; un- 


accompanied by our usual in- 
profitable operations. 


vestment ratings, as explained 
in the table herewith. 





leading companies in them: 





Prospect Brightens for Oils 


Improved Earnings Anticipated 


ESPITE the threatened weakness in the price struc- 
ture of both crude oil and gasoline following the 
invalidation of N R A last May, the oil industry ap- 

proaches the season of curtailed consumption with gasoline 
prices practically at the best levels for the past five years, 
and such adjustments as have been made in the price of 
crude have been of minor consequence and confined to rela- 
tively small producing areas. With the exception of Cali- 
fornia, the only important oil producing state without effec- 
tive pro-ration laws, production of crude in other large 
fields has been kept well in hand, and even in California 
recent reports indicate that previous overproduction is 
being corrected. 

Higher prices coupled with record-breaking consumption 
of gasoline should enable most of the leading oil com- 
panies operating east of the Rocky Mountains to show the 
best third quarter earnings for some years. Gasoline prices, 
although slightly lower than both a year ago and in 1933, 
based upon a survey of fifty representative cities through- 
out the country, have been characterized by greater stabil- 
ity during the past summer and price wars have not been 
nearly so general this year. The companies which have 
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not fared particularly well under current conditions, of 
course, have been those which, lacking adequate producing 
facilities of their own, have been compelled to purchase 
some portion of their crude requirements outside, with a 
consequent detriment to their profit margin. 

As to the probable trend of prices in the period of lower 
consumption which begins shortly after Labor Day, this is 
difficult to forecast. On the constructive side is the ap- 
parent success which has attended the efforts of the various 
state regulatory bodies to restrict the production of “hot 
oil.” There has also been a noteworthy strengthening in 
the statistical position of the industry. From the time 
N R A was legally outlawed to August 1, there was a net 
withdrawal of 6,234,000 barrels of crude oil from storage. 
The extent to which the industry has progressed toward an 
improved statistical position this year is indicated by the 
fact that during the twenty-one months of N R A total 
withdrawals amounted to only 21,386,000 barrels. Re- 
cently when excessive production of gasoline appeared 
likely to force a reduction in prices, output was promptly 
curtailed and a crisis averted. This attitude on the part 
of the industry would seem to augur well for the prospects 
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that production in the less active months will conform with 
demand. With proper respect for the possibility of sud- 
den and rapid changes in the oil industry, it is possible, 
nevertheless, at this time to regard the price situation with 
reasonable equanimity. 

At the same time, price stability rather than any appreci- 
able upward revision appears to be the more logical pros- 
pect. Such factors as the regulation of production, making 
possible greater ultimate recovery from known reserves: 
improved production methods extending the life of new 
felds; and the ability to more accurately measure reserves 
underground have combined to reduce the element of fluc- 
tuation in crude prices. Moreover, the success of strict 
enforcement measures has removed the necessity of carry- 
ing large and expensive stocks of crude oil in storage. At 
the present time, crude stocks in storage are the lowest 
since 1927. 

As this is being written, Congress is rushing toward ad- 
journment and the fate of proposed oil legislation is in 
doubt. The Connally Bill, introduced in the Senate at the 
recommendation of President Roosevelt, provides (1) for 





the Congressional approval of the oil states’ compact to 
conserve oil and gas, (2) makes permanent the act pro- 
hibiting the interstate shipment of illegally produced oil, 
and (3) provides for the regulation and control of imports. 
Whether the differences between this bill, which is re- 
garded as acceptable to the various factions in the oil in- 
dustry, and the provisions of the Cole Bill introduced in 
the House will be reconciled remains to be seen. 

As is characteristic of the industry, earnings of the vari- 
ous companies will vary widely. Accounting methods are 
not uniform and ultra-conservative practices of some com- 
panies are reflected in profits, while in the case of others, 
earnings appear in a more favorable light. Substantial 
savings have been effected by practically all of the major 
units through the reduction of funded debt and refunding 
of high coupon bond issues with new securities carrying a 
lower rate of interest. Yields vary widely in the oil 
group, reflecting the relative security of payments and/or 
the likelihood of increased or extra dividends. The choice 
of mediums likewise is a wide one, ranging from fairly con- 
servative issues to radically speculative ventures. 











Position of Leading Petroleum Stocks 





Earned Per Share 



















































































NF—Not available. * Last payment. No regular rate. 





Price Range 
Company 1st 6 mos. ———1935~— Recent Divi- Yield Market COMMENTS 
1934 1935 High Low Price dend % Rating 
pO ee eee 2.20 1.04 7034 4814 70 2.00 2.9 B-2 Large crude producer owning substantial reserves. 
Dividends reasonably secure. 
| Atlantic Refining................. 2.07 0.10 28 2158 24 1.00 4.1 B-2 _Later earnings reflect high crude prices, as company 
produces only half its requirements. } 
| Consolidated Oil................. Nil NF 1015 616 914 B-3 Earnings understood to be substantially better this 
| year. May pay a dividend later. 
Continental Oil............. 1.03 0.66 23 15)< 22 1.00 45 B-2 Strong finances and earnings trend suggest mainte- | 
nance of 25-cent quarterly dividend. | 
pi | DE oe 0.62 NF 7454 5014 63 B-2 Substantial reduction in funded debt strengthens divi- 
dend prospects. Shares have long term merit. 
Humble Oil......... 2.45 NF 64 44 57 1 00 1.8 B-1 Crude reserves roughly equal to 100 bbis. per share. | 
Controlled by S. O. of N. J. | 
Mid Continent Petroleum. 0.45 0.27 13% 915 11 0. 15* £3 B-2 Company has no funded debt or preferred stock. Fi- | 
nances strong. Further dividends likely. | 
Ohio Oil........ 0.32 0.10 141¢ 914 12 0.15* 1.3 B-3 _ Profits for last half should improve. Another 15-cent | 
dividend in December likely. | 
Phillips Petroleum. . 1.39 1.21 2734 13 27 1.00 3.6 B-1 Outstanding improvement in earnings and finances. | 
May pay an extra. | 
ok Nil 0.79 10'< 576 9 B-3 Accounting practices place earnings on conservative | 
basis. Refunding likely forerunner of some plan for } 
preferred dividends. | 
cin 2 1G 0 re 7.56°, NF 4434 29', 44 170* 4.0 B-1 Company's world wide scope noteworthy but absence 
of interim reports precludes forecast. | 
Seaboard Oil.... 1.10 0.68 357< 20°45 32 1. 00(e) 3.1 B-2 Holds large crude oil reserves. Further extras con- | 
tingent on stability of crude prices. | 
Shell Union..... Nil 0.08 11% 516 1014 B-3 Making notable progress in reducing debt but accumu- | 
tions on pfd. obsure common dividends. | 
a } 
Socony-Vacuum..... ; 0.76 NF 1534 11 12 0.30 2.5 B-2 Recent reduction in dividends made necessary by | 
large capital expenditures, 
Standard Oil of California... 1.40 0.81 387% 2735 35 1.00 3 B-1 Favored by move stable gascline prices in 1st half. j 
Dividend secure. | 
| 
Standard Oil of Indiana. . 1.25 NF 28 23 27 1.00 3.6 B-1 Recent large addition to crude oil reserves strengthens | 
company’s position. No change in divs. | 
Standard Oil (New Jersey) .... 1.76 NF 50! 35°, 47 1.25(e) 2.6 B-1 Outstanding dome stic unit, strongly entrenched in 
every division. Sh ares have investment quality. 
OC 3.51 1.52 75! 60! 68 1. 00\s) 1.4 B-1 Large reserves and strong marketing pesition. Likely | 
to pay another stock dividend this year. | 
Pan Ee eS a - eS ee ee sildatiaenaaiiads —— aaa | 
Texas Corp........ 0.59 NF 23°4 16 21 1.00 4.9 B-2 Earnings trend places dividend on an uncertain basis. 
Finances strong; debt lower. 
Tide Water Associated.... 0.35 0.26 12 154 10°, B-2 Payment of preferred accumulations and Ligher earn- | 
ings pave way for common dividends. | 
Union Oil of California.... 0.65 0.67 2016 14°4 19 1.00 B-2 Benefiting from increased production and sales. 


e) Including extras. (s) Plus stock dividends. 











Dividends reasonably safe. 
= RT = uneiestnd — Sanne Dennen aaaaeete — = ——_—__— | 
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Utilities Have Many Handicaps 


Electric Power Consumption at Record 


but Political Factors Weigh Heavily 


HERE is an excellent chance that before this year 
ends, all previous records of electric power produc- 
tion will have been shattered. Throughout the 

summer months power production has been sustained at a 
level considerably higher than has been the previous sea- 
sonal experience and output has surpassed all records for 
this period. In the final week of July, electric output ex- 
ceeded the previous midsummer peak established in 1929 
by nearly 6%. To that extent the public utility industry 
has convincingly vindicated the high investment regard in 
which it was held prior to 1933. Unfortunately, however, 
earnings of the industry have fallen considerably short of 
ecording a proportionate gain. 


Rates Down—Costs Up 


Notwithstanding a 6% increase in power production in 
the first half of this year over 1934, the gain in gross rev- 
enues has been estimated at not more than 4%. This con- 
dition reflects the widespread rate reductions which power 
companies have either been compelled to make, or which 
they have made voluntarily. Despite the fact, however, that 
very few public utility companies have escaped the unrelent- 
ing pressure to lower rates, rising operating charges and 
increased taxation have undoubtedly been a greater drag 
on earnings improvement during the past several years than 
have lower rates. It is common knowledge in the electric 
power industry that lower rates have never been more than 
a temporary deterrent to earnings growth, for in the long 
run they have been invariably compensated for by in- 
creased consumption resulting from the wider use of electric 
facilities and appliances. 

In the present circumstances, however, political pressure 
has compelled many companies to reduce rates at a time 
when operating costs and taxes were mounting and as a 
consequence net earnings in the public utility industry do 
not make a very favorable comparison with the late trend 
of corporate profits generally. Although legally out of 
existence, N R A left the utility companies saddled with a 
substantially increased labor bill, as well as increased costs 
for supplies and materials, particularly coal. It has not 
been an easy matter for the industry to adjust itself to this 
trinity of adversities, but encouragement may be drawn 
from the fact that for some months now operating costs 
have shown a tendency to stabilize rather than mount and 
a number of companies are currently showing a tardy but 
moderate improvement in earnings. 


Earnings Improvement Restricted 


Tangible evidence of the extent to which these conditions 
have taken their toll of public utility earnings is to be 
found in the reports of a representative group of power 
companies, operating in all sections of the country, for the 
12-months period ending June 30, last. Gross revenues 
registered a gain of about 4% over the same months of 
1934, but operating expenses, taxes and depreciation re- 
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quired 65.6% of gross as compared with 64.2% a year 
ago. As a result the balance available for fixed charges 
and dividends declined 2.2% below that for the 1934 period, 
while the balance, after all charges, receded 3.5% from 
1934. For each dollar of gross less than 12 cents was avail- 
able for the stock. Taxes for the most recent period were 
8% higher than those a year ago and depreciation charges 
increased 9% Out of fourteen leading public utility sys. 
tems, only five showed an increase in earnings over last 
year. Of these, two companies registered conspicuous im- 
provement. 


Uncertain Legislative Prospect 


The present session of Congress, which appears to be 
drawing to a close as this is being written, will doubtless 
prove to have been an historical one and recalled by in- 
vestors for the spectacular battle centering around the 
Wheeler-Rayburn Bill, providing for the abolishing of “un- 
necessary” holding companies and placing broad powers in 
the hands of the Government to regulate the entire indus 
try—both holding and operating companies. Investors took 
heart from the decisive manner in which the House rejected 
the “death sentence” provision and the steadfast refusal of 
that body to alter its stand. It should be borne in mind, 
however, regardless of whether or not public utility legisla- 
tion is enacted at this session of Congress, a similar measure 
may be brought forward at the next session and from present 
indications the industry definitely is confronted with the 
prospect of more drastic supervision. 


Government Competition 


The investor should also bear in mind that the Govern- 
ment has made no departure from its intention to enter the 
hydro-electric power business on a large scale and several 
of these large projects are nearing completion. Regardless 
of the unorthodox methods employed by the Government in 
its efforts to set up so-called “yardsticks” and the wasteful 
administration of T V A (discussed elsewhere in this issue), 
the matter of cheap power and public utility regulation are 
issues close to President Roosevelt’s heart and they seem 
likely to plague the industry for some little time to come. 
Moreover, by granting loans and making outright gifts, the 
Government has subsidized municipal ownership of power 
plants on a large scale, thus virtually compelling private 
companies to meet this competition only by drastic reduc- 
tions in rates. 

The more favorable market action of public utility stocks 
as a group in recent sessions carries the implication that 
better days lie ahead. To a degree this is probably true, but 
the industry is by no means “out of the woods” and the 
investor who extends his commitments beyond the senior 
obligations and preferred stocks of the utilities to include 
the common shares is well advised to use care and dis- 
crimination in his choice of issues. Well entrenched op- 
erating units afford the best selection. 
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e e . eye 
Position of Public Utility Common Stocks 
Price Range 
Company Earned Per Share —-——1935——.. Recent Divi- Yield Market COMMENT 
1934 1985* High Low Price dend % Rating 
American Power & Light.......... 2.23 3.84(a) 944 1% 8 nee ae C-3 Earnings stage strong comeback, but threat of govern- 
ment competition clouds outlook. 
pe a. de | 6.96 2.72(b) 142 98% 140 9.00 6.4 B-2 Recent advance in shares reflects growing confidence 
In continued $9 dividend. Congressional investiga- 
tion a factor in future prospects. 
American Waterworks & Elec...... 1.03 0.87 1914 1% 16 eae i C-3 Rate reductions and increased taxes forced dividend 
omission. Early restoration unlikely. 
a year American & Foreign Power........ 2.46(a) NF 9% 2 8 ewe PA C-3 Company's affairs have shown improvement; finances 
h a stronger; but dividends not imminent. 
arges m 
e ha American Gas & Elec............. 1.66 1.78 39% 1654 37 1.40 4.0 C-2 _Late earnings afford comfortable margin for present 
Pp f 104, dividend. 
) Trom American Lgt. & Traction......... 1.30 1.05 161% 754 15 1.20 8.0  C-2 Long term prospects good but immediate earnings 
5 avail- trend may force dividend reduction. 
] were Associated Gas & Elec. “A’’....... Nil NF 2 4% 2 ror oad C-4 Political factors obscure outlook for company. Divi- 
harges dends remote. 
ty Sys- Brooklyn-Manhattan Transit...... 7.40* 6.72 4634 3614 45 3.00 6.6 B-2 Earnings lower, but sufficient to cover dividends by 
>r last a good margin. 
us im- Brooklyn Union Gas.............. 4.25 3.69 11% 43 70 5.00 7.0 C-2 Rate cuts and higher taxes restrict earnings. Lower 
7 dividend indicated. 
OIE IOPENUG cls cs 0.6 cc) sscie sie sewnie's Nil Nil 2% 34 24% tiie ise C-4 Both earnings and finances show Improving trend, 
but dividends remote. 
Columbia Gas & Electric.......... 0.25 0.26 14 83% 18 Bare sts C-3 Earnings continue restricted but prospects Improved 
by industrial outlook in territory. 
to be Commonwealth Edison............ 6.21 5.58 86 474 83 4.00 4.8 C-2 Earnings will be reduced somewhat by new sales tax 
btless but should readily cover dividend. 
Yy in- Con. Gas, Elec. Lgt. & Pwr. of Balt.. 4.04 4.11 893¢ 5254 82 3.60 4.4 C-1 Company’s record outstanding. Dividends secure 
| the and shares suitable for investment. 
“un Consolidated Gas of N. Y.......... 2.18 2.10 $414 157% 32 1.00 3.1 C-2 Lower rates and increased taxes retard earnings, but 
: dividend reasonably secure. 
rs 1n i - 
d i ae ae 4.28 4.22 9416 65 94 4.00 4.2 C-2 Sustained industrial activity in territory helpful. No 
ndus- dividend change indicated. 
took Electric Bond & Share............ 0.21 NF 2034 314 17 ae ater C-3 Limited dividend income from subsidiaries obscures 
ected dividend pros ects. 
al of International Tel. & Tel........... 0.32 NF 1254 554 114% wives fet C-3 Earnings and finances have shown steady improve- 
rind ment. Dividends not in sight. 
: > 
yisla- | Louisville Gas & Elec. “A”........ 2.45 2.19(d) 2234 10% 21 1.50 Ti C-3 Higher gross insu'ficient to offset increased taxes, etc. 
nuk No change in dividends. 
sent National Power & Light........... 0.85 0.82 1434 4% 12 0.80 6.6 C-3 Dividend prospects clouded by TVA, rate reductions 
ss 4 and heavier taxes. 
t 
" Niagara & Hudson Power......... 0.46 0.44 834 2% 8 ces vere C-3 Operates entirely in N. Y. State. Lower rates now 
in effect will retard recovery of net. 
oe 1.04 1.13 2414 9 22 1.00 4.8 C-2 Total power output in first half at new high level. 
Sound holding company. Dividends secure. 
Pacific Gas & Hlectric... 20000 1.52 0.75 2834 13% 28 1.50 5.3 C-2 Improved earnings and lower fixed charges lend 
ern security to present dividend. 
the EE 2.72 4.05 4414 19 42 2.40 5.7 C-2 Earnings appreciably better and prospects Indicate 
eral further improvement. 
less Peoples Gas, Light & Coke........ 1.28 1.01 4316 1734 40 ene vein C-3 Earnings improvement likely to be slow and early 
a maturities preclude dividend action. 
t in Public Service of N. J............. 2.82 NF 45 2034 42 2.40 5.7 C-2 Large rate cuts may force some further reduction In 
ful dividends. 
Ie), Southern California Edison........ 1.17 1.29 213% 105g 21 1.50 7.1  C-2 Refunding operations aid net, but government com- 
are petition looms as a future threat. 
em Standard Gas & Electric.......... Nil NF 94% 1% 8 wees whats C-4 Heavy capitalization and current maturities place 
ne common in obscure position. 
the UES TE WODMIEE s iicesccccccecces, Teil Nil 1034 2% 9 ceake see C-3 Finances sound and prospects favor moderate improve- 
ment but dividends not in sight. 
ver 
cs | eer reer re 0.17 0.04(c) 65% 1% 6 ere vel C-3 May have earnings further curtalied by dividend 
ate reductions this year. 
ace | United Gas Improvement......... 1.13 1.12 184% 914 17 1.00 5.9 C-2 Strong holding company well situated to share in 
| further industrial recovery. Dividends secure. 
-ks | United Light & Power “A”........ Nil Nil 3% % 3 re ee C-4 Heavy capitalization relegates “A” shares to specula- 
lat tive position. 
ut | Utilities Power & Light “A”....... Nil NF 44% 1 4 cree aes C-4 Large senior capitalization will restrict earnings re- 
’ : | covery on Class “‘A”’ shares. 
c | 
or I CI cise dic can enseeen 2.14 1.82(c) 5134 2054 48 ‘ees coats C-2 Reduced overhead aids net but 1936 maturity post- 
} pones dividend resumption. 
Je 
is’ | = *12 Mos. to June 30. (a)—Earned on Preferred shares. (b)—5 mos. to May 31. (c)—6 mos. to June 30. NF—Not available. (d)—12 mos. to 
ay 31. 
0° ; 
for AUGUST 31, 1935 











Varied Degrees of Improvement in 


Retail Trade 


Rural Buying Exceeds Gains in Urban Centers 


ODAY, retail trade presents a strange diversity of 

trends; companies catering to rural customers are 

doing better than those which cater to city people, 
while companies operating in some states are making a 
better showing than others having an identical business 
in other localities. There are valid reasons, of course, 
for the showing. Because of higher prices, government 
benefit and rental payments, farm purchasing power has 
increased vastly more than that of urban people and, hav- 
ing starved himself throughout the years of depression on 
clothes, tools and sundry knick-knacks, the farmer is not 
wasting any time in exploiting his improved position. 

As for diverse territorial trends, this too is understand- 
able. In the first place some regions have recovered to a 
greater extent than others. In the second place, politi- 
cians in some states and cities have been harder on retail 
trade than the politicians of others. It may not be imme- 
diately obvious, because of offsetting factors, but there is 
not the slightest doubt that sales taxes and chain store 
taxes which are now so much in fashion are bound to 
adversely affect the volume of retail trade. 

Territorially, the South and the West, particularly the 
Northwest, are the regions in which retail trade has regis- 
tered the greatest gains. Government loans on cotton far 
above the world price for the staple, benefit payments for 
the reduction of acreage, immense expenditures for power 
developments, land erosion schemes, reforestation, straight 
relief and mortgage relief are among the means that have 


been employed to increase the purchasing power of the 
South. They have generated, of course, a secondary recov 
ery in business as a whole and this, too, has tended to 
raise the volume of retail trade. In the West and North- 
west, similar governmental schemes applied to wheat, corn, 
hogs and whatnot, with a little drought relief thrown in, 
have been largely responsible for the great gains shown by 
retail trade in these districts. 

Manufacturing districts report mixed trends in merchan- 
dise sales and profits, depending upon the degree of busi- 
ness recovery experienced. Automobile districts have done 
very well; as have those manufacturing farm implements 
and the lighter grades of steel. Districts, such as Pitts 
burgh, in which the manufacture of heavy grades of stecl 
is concentrated, while reporting some gains in retail trade, 
lag behind others. Throughout the East, retail trade hy 
and large shows small gains. This territory never experi- 
enced the slump such as others saw, but even so consider- 
able progress might well have been made had it not been 
for the unsatisfactory condition of the New England tex- 
tile and other industries. 

Splitting retail trade into its two main sections, mer- 
chandise and food, it is quite noticeable how much better 
organizations dealing in the former have fared. In a 
time of rising prices retailers as a whole always have a cer- 
tain amount of trouble, as one would expect, with their 
profit margins; they are caught between higher wholesale 
prices and a public’s resistance to prices higher than those 











Position of Leading Merchandising Stocks 





"Earned Per Share Price Range 
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| Company ist6 1st 6 Recent Divi- 7 Market COMMENT 
| 1934 mos.’34 mos.’385 High Low Price dend Rating 
{ 
Allied Stores......... ce) ee NF NF 13% 3% 7 ee ee B-3 _Recapitalization plan effected and an initial dividend 
| on the new preferred will be paid October 1. 
} —_ —= 
American Stores. 2.58 1.60 1.07 43 3314 37 2.00% 5.4 B-2 Political attacks on the chain stores dim hopes for the 
continuance of extra distributions. 
| 
Best & Co.... 3.14a 1.15e 1.40e 50 34 50 2.00 4.0 B-1 Hasan excellentrecord and has staged a fine recovery. 
| No change in present dividend anticipated. 
| Fed. Department Stores... 1.26a NF NF 25 16% 23 0.60* 2.6 B-2 May well pay additional moderate extras. 
First National Stores..... 4.07b 1.23c 0.84c 587% 4534 50 2.50 5.0 B-2 Will probably retire the balance of the preferred befcre 
| paying higher common dividends. 
Grand Union............ Nil Nil Nil 5 24% 3 B-3 Arrears on the preferred stock to be liquidated before 
| the common can expect anything. 
| 
Grant, W. T... 2.19a NF NF 3734 26 35 2.00° 2.9 B-2 A strong candidate for a higher regular rate or extra. 
| Sales up 10°7, seven months to July. 
| Great Atlantic & Pacific. 7.13d NF NF 140 120 135 6.00* 4.4 B-1 Continuance of usual moderate extras is anticipated. 
! 
| Interstate Depart. Stores. . 1.482 0.20e NF 1614 8% 16 B-3 Dividend arrears on the preferred now cleared up. 
| Sales off 2% six months to July. | 
I Se oss Spa byw 5 oe 4.44 2.51j 2.16j 67 49 60 3.00 5.0 B-2 Does well; may pay more. Sales up 111°, 28 weeks 
to July 13. 
mene 05.) i. .«c.s<.. 296 NF NF 2616 1934 26 1.00 3.8 B-2 No change in present a rate expected. Seven 
| 
| 
| 
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tv which they have become accustomed. Merchandise 
prices, however, as contrasted with food prices, are much 
less firmly fixed in people’s minds; there are variations in 
quality and style which the average buyer finds impossible 
to translate exactly in terms of price. Thus, merchandise 
profit margins are easier maintained than food profit mar- 
gins and when one has, as in the present case, a great 
increase in volume, the gains in earnings registered by 
merchandising companies is, under the circumstances, easily 
understandable. 


Food Retailers 


Contrasting with this, is the position in which the retailers 
of food find themselves. The Government's schemes to 
better the position of the farmer by raising prices, coupled 
with the disastrous drought of last year, have resulted in 
soaring wholesale food quotations, especially meat. Al- 
though almost completely unorganized, the public’s re- 
sistance to paying more for what it eats has been remark- 
ably effective in preventing runaway retail food prices. 
The high price of meat has brought about a decrease in 
consumption of as much as 25 per cent and here there have 
been some sporadic attempts at organized protest on the 
part of the public. Nor have the retailers of food been 
able to ignore their dwindling profit margins because of 
gains in the volume of their business. The total volume of 
food consumed by the country is very constant; there may 
be switching from one kind of food to another kind, but 
the total for all intents and purposes varies only with 
population. Nevertheless, the big food chains must be 
considered to have done well under the circumstances. 

The tax burden continues to bedevil retail trade as a 
whole. The Kroger Grocery & Baking Co. in its last 
annual report gave a list of no less than twenty-nine sepa- 


rate and distinct taxes that were being levied on its business. 
It was estimated that they totalled the equivalent of $9 a 
share on the common stock, 7.8 per cent on sales, or 34.3 
per cent on invested capital. This contrasted with reported 
earnings of only $2.29 a share available to the stockholders. 
Since these figures were computed additional levies have 
been imposed. 

Yet, while taxation is a severe handicap to all retail 
trade, the merchandisers, are largely, and in some instances, 
completely offsetting it. Consequently, it is in this divi- 
sion that one finds the greatest number of prospects for 
increased dividends. Sears, Roebuck with its 75-cent 
distribution last May, the first in three years, indicates the 
trend. 


Dividends Likely to Be Maintained 


On the other hand, just because the outlook is less bright 
for the food retailers it does not mean that there is to be 
an epidemic of dividend cutting in this division. In the 
first place, the large distributors of foodstuffs are remarkably 
well managed and this will go a long way in preventing 
current problems from becoming disastrous. In the sec- 
ond place, the majority of them are making only conserva- 
tive disbursements to their stockholders and earnings will 
have to suffer a greater decrease than seems likely to occur 
in the near future before present dividends are endangered. 

It must, moreover, be remembered that retail trade in 
general will shortly be entering its season of greatest 
activity. While this again is less important to the retailers 
of foodstuffs than it is to those selling merchandise, never- 
theless the autumn impetus is something which affects 
them all to some extent. If for no other reason than this, 
the near term outlook for the business as a whole is 
tavorable. 





Position of Leading Merchandising Stocks (Continued) | 
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Earned Per Share Price Range 
——___—_—~——_______ - -1935——— 


| 
COMMENT | 





ist 6 1st 6 Recent Divi- Yield Market 
Company 1934 mos.’34 mos.’35 High Low Price dend % Rating 
Kress (S. H.)............ @.%6 NF NF 6916 5614 62 Lee””6= 1-8 B-1 Seven months sales down slightly, but no reason to 


f ear for the moderate current dividend and stock extras. 














| 
| 
| 
| 
| Kroger Grocery & Baking. 2.29 
| 
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1.27f 1.30f 32% 2214 31 1.60 5.2 B-2 = Sales up 514% for the twenty-eight weeks to July 13. 
Expect the company to maintain the present dividend. 

Vi a oe: 1.95a NF NF 50 3014 48 2.00 4.2 B-1 No interim reports availatle, but should be able to 
maintain present rate of disbursements to stockholders. | 

Marshall Field........... def def def 114 634 10 B-3 Slow to get into ‘‘black”’ figures. | 

May Department Stores... 2.68a NF NF §134 35% 50 1.60 3.2 B-1 Appears to be a candidate for a larger regular rate or 
extras. 

Melville Shoe............ 4.16 2.69 2.42 601< 41 59 2.50 4.2 B-1 Recent earnings off slightly, but they still cover the 
regular dividend nearly twice over. 

Montgomery Ward....... 1.72a 0.43g 0.40g 36% 21°4 35 B-1 June sales established a new high record for that 
month. Now that the arrears on the preferred have 
been paid off, it should not be long before common | 
stockholders receive something. 

National Tea......... .. 0.62 0.30f 0.3if 113¢ 814 10 0.60 6.0 B-2 Present dividend seems about al! that can be expected } 
on the basis of current earnings. 

| POSER NO Cisse kc. BERD 2.59 2.17 807% 5714 81 2.00 2.5 B-1 Present dividend is very conservative in relation to | 

| earnings, but the company has decided to retire the 
balance of the preferred and this will dejlete cash to 
some extent. 

Safeway...... 3.61 1.60 1.51 46 36%4 40 3.00 7.5 B-2 _ Dividend only just covered and cannot be considered 


wholly safe. Company will be very hard hit should 
the contemplated California chain store tax ultimately 
become effective. 





Sears, Roebuck...... ; 3. 13a 1.42h 


1.89) 59% 31 57 


0.757 Sra B-1 Dividends recently resumed; further payments ex- | 


pected. 




















Ue ee 3.31 NE. NB... 68% Si GD 


a—Year to Jan. 31,1935. b—Year to Mar. 30, 1935. c—June quarter. d—Year to Feb. 28,1935. e—Six months to July 31. f—24 weeks to June 
15. g—Quarter to April 30. h—24 weeks to July 16. j—23 weeks to July 13. NF—Not available. i 


2.40 3.9 B-1 A didate for a mederate extra. 











*Plus extras. {Paid this year. 
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Position of Leading Aircraft and Aviation Stocks 


As pointed out in the article ‘‘Aircraft’s Opportunity at Hand’’ companies than heretofore, Those engaged in manufacturing are 
in the issue of July 6, the outlook is much brighter for aviation favored over the transportation companies. 













































Earned Per Share Price Range 
—— 1935. 














Company 1st 6 1st 6 Recent Divi- Yield Market COMMENTS 
1934 mos.’34 mos.’35 High Low Price dend % Rating 
Aviation Corp. of Del..... def def def 4% 234 ca ae or B-3 Stinson Aircraft, an a‘filiate, operating at capacity. 
Bellanca Aircraft......... def NF NF 5 134 5 eae <3 B-3 Stock must be considered attractive only as a long pull 
speculation. 
Boeing Airplane.......... NF NF def 144% 6% 14 ae es B-2 Has obtained large army and navy orders but, although 


the company is likely to obtain additional business over 
the near future, government orders at the best afford 
only a precarious livelihood. 








Consolidated Aircraft..... 0.01 NF 0.43 1334 7 13 oto ee. B-2_ As of July 30, unfilled orders were reported to exceed 
$9,000,000. 
Curtiss-Wright........... Nil Nil def 3 2 2 shee ae B-3 Control of Wright Aeronautical valuable asset, but the 


stock must be considered thoroughly sjeculative. 











Douglas Aircraft......... 0.08b defa 2.00a 323% 17% 32 ee B-2 This company’s big transports have been the sensatio n 
of the industry. Initial dividend on the common stock | 
just declared. 

Fairchild Aviation........ def NF NF 9% 154 8 mee sh B-2 Company is developing new products and types of 


plane. Aerial camera plant enlarged. 





Irving Air Chute......... 0.60 0.11 0.86 1614 334 16 0.60* 3.8 B-2 Just raised the regular dividend to 60 cents annually 
and declared 10 cents extra. 





| National Aviation........ def def 0.04 1014 634 10 coke — .... Investment trust. Principal holdings include Pan- 
American, Curtiss-Wright, Lockheed and United 
Aircraft. Asset value $12.16 on June 30. 








North American Aviation.. def def def 4% 2 4 bets, Sen B-3 Outlook more hopeful, but the issue is still thoroughly 
speculative. 
Pan-American Airways.... 1.69 NF NF 4414 36 40 1.00 2.5 B-2 Constantly pioneering new routes abroad. No change 


In present dividend expected. 








United Aircraft........ Be NF 0.12 5 19% 9% 19 ouc Be B-2 Company doing better. Unfilled orders are large. 
United Airlines Transport. def NF def 1% 4% 7 pili cae B-2 July passenger tra‘fic hit a new high record, but further 


progress necessary before the company will attain a 
thoroughly sound footing. 








a—Six months to May 31. b—Year to Nov.30. NF—Notavailable. *Plusextras. t Paid this year. 


























Position of Leading Theater and Amusement Stocks 

In sharp contrast to conditions which prevailed in the industry growing attendance even during the summer months. Increased 
& year or more ago, the movies now distinctly are on the road to box office receipts, sane economies and a reduction in fixed 
tecovery. Numerous receiverships brought movie entrepreneurs to charges have naturally favored improved earnings. The trend ap- 
their senses. Over capitalized companies have been or are in pears to be upward for most companies. There still remains, of 
progress of reorganization, production and distribution costs have course, a great deal to do and some companies are far from being 
been reduced from the dizzy heights of extravagance heretofore out of the woods yet, but by and large it may be said that the 
common throughout the industry, with an actual improvement in amusement industry can see the dawn of better things. An article, 


the quality of the pictures. Better productions, air conditioned appearing in The Magazine of Wall Street of July 20, discusses 
theaters and a more liberally spending public have resulted in individual companies in detail. 



































Earned Per Share Price Range 
—— 193) 
Company ist 6 1st 6 Recent Divi- Yield Market COMMENTS 
1934 mos.’34 mos.’35 High Low Price dend % Rating 

Columbia Pictures y.t.c.. 5.692 4.17b 8.62b 81 3414 67 1.00* 1.5 B-1 Has been paying 5% annually in stock in addition to 
regular cash distribution. A strong candidate for 
increased payments to stockholders. 

Consolidated Film Indus.. 0.22 0.45 0.15 1% 3% 4 some ‘oe B-3 Latest earnings down sharply. Near-term future 
beclouded. 

pet eee “AP... ....... O88 0.49 0.56 1734 856 16 AS os B-2 Doing much better. In precess of merging with 
Twentieth Century Pictures. 

| re 4.50d 3.46c 3.52c 44% 314 41 2.00 4.9 B-1 Present regular dividend seems very well assured and 
may pay even more. 

Madison Square Garden.. .... defe 0.64e 9% 6% 9 ee B-3 Does better and makes initial distribution to st ock- 
holders. Business, however, is not a stable one. 

Paramount-Publix c.0.d.. NF NF NF 556 24% 4 pants Sam B-3 Reorganization practically completed. New stock may 
be bought over-the-counter at the present time, but it 
will be listed shortly on the New York Stock Exchange. 

Radio-Keith-Orpheum.... def NF NF 3 1% 2 casei inn B-4 pote reports a profit for the twenty-one weeks to 

ay 25. 

Technicolor, Inc.......... def NF NF 27 11% 19 ces mate B-2 Constantly improving color processes. Forms new 
British subsidiary. However, at what time the com- 
pany will manage to become financtally successful is 
uncertain. 

Warner Bros. Pictures.... def g deff 0.02f 534 2% 5 cae Ss B-3 Encouraging to see the company move from the “‘red’ 
ved the ‘‘black.” There are arrears on the preferreds, 

owever. 








a—Year to June 30. b—Thirty-nine weeks to March 31. c—Forty weeks to June 6. d—Year to Aug. 31. e—Year to May 31. f—Thirty-nine 
weeks to May 25. g—Year to Aug. 25. NF—Not available. * Plus extras. { Paid this year. 
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Position of Important Stocks Unclassified as to Industry 








































































































Earned Per Share Price Range 
A —— 1935. 
Company ist 6 ist 6 Recent Divi- Yield Market COMMENT 
1984 mos.’34 mos.’35 High Low Price dend % Rating 

American Bank Note..... def def 0.43 30% 13% 28 B-2 Moves from the “red” to the “black”; a dividend 

candidate for later on. 

Ampertone Cam... ccceccs 6.72 NF NF 14644 110 138 4.00* 2.9 A-1 Tin container field constantly expanding. Atleast the 

usual $1 extra expected towards the end of this year. 

American Chicle......... 4.54 2.18 2.95 96 66 90 3.00* 3.3 B-1 Remarkable record of constant gains In earning power. 
Definitely a candidate for further extras or a higher 
regular rate. 

Armstrong Cork.......... 1.63 1.16 1.26 3014 16% 30 0.50 ee B-2 Earnings and outlook would seem to warrant greater 
liberality towards stockholders. 

pe ol a re | 2.69 2.41 100 90 98 4.00* 4.1 B-1 _Latest earnings off slightly, but regular dividend In 
no way endangered. 

Bristol-Myers....... 2.82 1.46 1.46 3614 3034 35 2.00* 6.7 C-2 _—~ Profits stable: expect a continuance of regular quarterly 
dividend of 50 cents with 10 cents extra. 

Colgate-Palmolive-Peet... 1.16 0.81 0.61 19% 154 18 0.50 2.8 B-3 Showing has been somewhat disappointing. Present 
dividend, however, appears conservative and there 
seems no reason to fear for its maintenance. 

: : 3% 14 - 

Commercial Credit....... 4.12 1.73 2.31 5334 39! 50 2.00 4.0 A-1 The Install t financing bus! loatvericleua‘teca 
record-breaking peak and with the further help of ex- 

Comm. Investment Trust.. 4.61 2.52 2.938 72 5614 70 2.80* 4.0 A-1 | tremely easy money rates, these two companies, 
leaders In the field, have made a fine showing. 

Congoleum-Nairn........ 1.71 pa | 4582 87% 27 37 1.60 4.3 B-2 Doubt whether this company’s present dividend will 
be changed in the near future. 

Continental Can......... 4.02 3.4442 3.93a 91% 6234 85 2.40 2.8 A-1 Tin container business has been extremely good. 
Company Is a candidate for a moderate extra before 
the year end. 

} Diamond Match......... 1.64 0.41(1) 0.44(1) 40374 2614 36 1.50* 4.2 B-1 Dividends will closely follow earning power. 

Eastman Kodak......... 6.28 2.48b 8.08b 152 110% 150 5.00* 3.3 A-1  Company’s present earnings, financial strength and 
outlook, warrant the expectation of additional extras 
from time to time. 

Food Machinery......... 2.29c NF NF 4914 20% 49 1.00 5.1 B-1 A newcomer to the New York Stock Exchange. Ha 
been doing well and Is a prospect for larger payments 
to stockholders. 

(Co 6) ee ae 1.68e 1.43d 2.18d 33 2334 32 4:06" 3:2 B-2 Earnings up. May pay further extras or raise the 
regular rate. 

COR DOM sec eccienccs OME NF NF 18 14% 16 1.20 7.5 B-3 Earnings understood not to be covering present divi- 
dend. Company, however, Is strong financially and 
the rate may be maintained. 

Hazel Atlas Glass........ §.21 2.59 8.19 117% 85 104 5.00 4.8 A-1 Earnings would seem to warrant an extra distribution 
to stockholders. 

Kelvinator............... 1.08 1.09g 0.68g 1814 12 12 0.50* 4.2 B-2 Latest showing was disappointing, although the com- 
pany should have no di‘iculty maintaining present 
conservative dividend rate. 

ee ERE 2.96 1.51 1.10 281% 22% 25 3.00 12.0 C-3 Judged by the latest showing, the present dividend 
can hardly be considered safe. 

Lehman Corp.......... 2.50a 3.00a 95 6714 94 2.40* 2.6 Asset value estimated to have passed the $100 a share 
mark. Further extras expected. 

Libbey-Owens-Ford...... 1.25 0.99 1.69 3814 21% 35 1.20 3.4 A-2 = Although the company might decide to pay an extra, 
rather believe that there will be no: change in present 
rate. 

BIE PO ixeckssccccsccns OE 0.38 0.62 34 17% 30 0.80 2.7 B-1 Considerable improvement registered; a candidate 
for an extra, or moderately higher regular rate. 

Owens-Illinois Glass..... 5.41 4.88a 5.86a 104 80 98 4.00 4.1 A-1 No change in the present regular dividend expected 
within the near future. 

Proctor & Gamble........ 2.lla 2.23a 5334 4234 52 1.650* 2.9 B-1 Pays a small extra; may make additional distributions 
of the same sort from time to time. 

Reynolds Metals......... 1.68 0.51(1) 0.30(1) 24% 17% 21 1.00 4.8 B-2 Expense of expansion lessens prospects that there will 
be an upward revision in the current rate. 

Sterling Products........ 4.79 2.87 2.70 677% 5834 65 3.80 5.8 C-2 Company is not expected to change the dividend being 
paid at this time. 

OB 1.32 0.43 0.25 1314 834 10 C-3 Drop in earnings makes the initiation of dividends 
less likely. 

Wc os ORIG 504.0:58%8s0% 1.01 0.55 0.90 2514 11 24 1.00 4.2 B-2 Does better, although no near-term change in present 
rate of disb t idered likely. 

Vanadium Corp.......... def def def 2134 114 19 B-4 Not thought that the company will be in a position to 
initiate dividends within the very near future. 

Wrigley (Wm. Jr.)....... 3.99 1.98 1.94 8234 7334 17 8.00* 3.9 B-1 Additional extras from time to time seem warranted 


by earnings. 








a—Year to June 30. b—Twenty-four weeks to June 15. 


months to June 30,1934. g—Nine months to June 30. (1)—1st quarter. 


c—Year to Sept. 30,1984. d—Eight months to June 30. 
NF—Not available. 


e—Year to Oct. 31,1984. f—Six 


* Plus extras. 
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Fears Allayed 


A week or two ago, the stock of 
Mesta Machine dropped precipitously 
and 20% disappeared from its selling 
price in two days. There was talk of 
manipulation, pools collapsing, estates 
liquidating and whatnot. Well, there 
is now a sequel; apparently the com- 
pany’s business is not going to blazes 
and whatever it was that caused the 
stock to decline, it was not of funda- 
mental importance, for the company has 
just raised the quarterly dividend from 
35 cents a share to 50 cents a share! 
It is to be noted, however, that al- 
though Mesta Machine has staged a 
great recovery and should continue to 
do well, the rate of improvement may 
start to slow up: there is no “repeat” 
business in heavy machine tools as there 
is, say, in razor blades. 


* * * 


Wet Blankets on 
Over-Enthusiasm 


In days, perhaps happily gone by, 
rare indeed was it for the management 
of a company when commenting upon 
a favorable showing to hint that it 
might not last. The more usual course 
was for the company executive to hint 
that prosperity had barely started, give 
himself and his fellow executives a good 
hearty pat on the back, and then retire 
to vote “aye” on a bonus motion. But 
today, one notes an entirely different 
attitude. Whether or not it is the in- 
sistence in the securities acts that the 
stockholder be given the truth, the 
whole truth, and nothing but the truth, 
is of no moment; it is the change itself 
that matters. One or two examples 
will serve to illustrate the point. 
Westinghouse Electric published a 
really excellent report for the half year 
and shortly afterwards declared its first 
dividend on the common since 1932. 
However, A. W. Robertson, chairman, 
in his comments said: “We cannot ex- 
pect earnings of this character to hold 


498 





Indicators 


Market 





For 


up for the balance of the year. We 
think we should continue to operate at 
a profit, but make no predictions as to 
the size of the profit, and it will not be 
as high as it has been.” L. H. Carter, 
president of the American Agricultural 
Chemical Co., in a recent letter to his 
stockholders accompanying the annual 
report wrote: “The fertilizer industry 
has habitually been afflicted by un- 
sound trade practices, notably the giv- 
ing of secret rebates and the making of 
retroactive settlements. Such practices 
were for the past two years largely cur- 
tailed by the NRA and the code 
adopted thereunder. Your manage- 
ment is, however, fully aware of the 
fact that uncertainties face us for the 
future...” Paramount, in connection 
with its reorganization, just said: “The 
first quarter, of course, comprises three 
of the best months of the year in the 
motion picture business, and no depend- 
able forecast of a year’s results can be 
predicted on the showing for such a 
period any more than a year’s showing 
could be set up on the basis of results 
during the summer months. Results 
tor the June quarter will not be at any- 
thing like the level of the March quar- 
ter, but may approximate half the ini- 
tial quarter showing.” There will be 
few not agreeing that such frankness 
towards stockholders is a constructive 
development. 


* * 


Good News on Crucible 
Preferred 


The report of the Crucible Steel Co. 
for the first six months of the current 
vear showed a net profit of $456,821, 
after taxes, depreciation, etc. This was 
equivalent to $1.83 a share on each of 
the 250,000 shares of 7% cumulative 
preferred stock. While this was quite 
a little lower than the $2.85 a share 
earned in the first six months of 1934, 
the chairman of the company, H. S. 
Wilkinson, expressed confidence that 
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Profit 


before the end of this year something 
would be distributed to holders of the 
preferred on account of dividend ac 
cumulations. These arrears total $22.75 
a share. 

The chairman went on to say that 
the current gains in general busi- 
ness were being reflected in the com 
pany’s operations, that the machine tool 
industry was affording a better market, 
and that he was looking for larger 
business from the oil industry. As this 
is written, the preferred stock of Cruci- 
ble Steel is selling at $80 a share, the 
high of the year. 


* * 


Air Passenger Traffic 
Up Sharply 


The report of the United Airlines 
Transport Corp. for the second quarter 
of 1935 was concrete evidence of the 
improvement which is taking place in 
air travel. For the quarter, the com’ 
pany’s profit was $107,326 before Fed: 
eral taxes and was in marked contrast 
to the loss of nearly $500,000 in the 
first quarter. Second quarter passen 
ger revenues were more than 85% 
larger than those of the first three 
months, express business was up 40%, 
while mail revenues were up nearly 
8%. 

In view of the fact that United 
Airlines Transport is one of the re 
cently disintegrated portions of the 
old United Aircraft & Transport 
Corp., which was forcibly broken up 
on the insistence of the government, the 
report must be considered highly favor’ 
able. It shows, not what can be done 
with government co-operation, but 
what can be done in spite of it. Under 
progressive management, United Air’ 
lines Transport can reasonably expect, 
over a period, to make even more sub’ 
stantial gains than those already 
achieved. 

A natural sequel to improved earn’ 
ing follows. 
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and Income 


Another Aviation Company 
Pays Dividend 


While passenger traffic on the trans- 
port lines has been making new high 
records manufacturers of aircraft have 
been receiving larger orders. One 
could, however, count the important 
aviation stocks that are paying divi- 
dends on the fingers of one hand—and 
have fingers to spare. With the decla- 
ration of a 75-cent dividend the other 
day, the first distribution received by 
stockholders in two years, Douglas Air- 
craft became a member of an exceed- 
ingly select minority. The company 
has been doing well; there is worldwide 
recognition of the merits of its famous 
transport-type craft, adaptions of which 
are being tested now by the United 
States army. For the six months to 
May 31, 1935, Douglas reported earn- 
ings equivalent to $2 a share on its 
467,403 shares of no-par common stock. 


An Apparent Laggard 
in a Rising Market 


As a manufacturer of ball bearings, 
much of whose output finds its way 
into the automobile industry, Marlin- 
Rockwell naturally has benefited from 
the increased activity in the automobile 
field. Earnings for the half year were 
equivalent to $1.12 a share on the com- 
pany’s 339,745 shares of common stock. 
In the first six months of 1934, earnings 
were equivalent to 72 cents a share. 
Although the latest earnings failed to 
cover the company’s generous $2 divi- 
dend by any large margin, financial 
position is comfortable and such that 
the company has no need to build up 
cash out of earnings. The stock, how- 
ever, sells for no more than $30 a share 
which, in these days of low yields and 
high ratios to earnings, would seem to 
make it a laggard compared with other 
organizations in the same field. This 
is the more noticeable when considera- 
tion is taken of all the good things that 
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are being prophecized for business in 
the general and the automobile indus- 
try in particular. 


* 


Interesting Preferred 
Speculation 


Because the Jones © Laughlin 
Steel Corp.'s output is mainly pipe, 
structural steel and merchant bars, 
which puts it definitely into the 
“heavy” rather than “light” steel cate- 
gory, recovery has been much slower 
than that enjoyed by a number of other 
companies. Jones & Laughlin was just 
in the “black” for the June quarter, 
while there was a loss of $750,000 for 
the half year. It seems, however, that 
the tide in the heavy industries has 
turned; it is not flowing very fast as 
yet, but nevertheless there are clear 
signs of improvement. Such an out- 
look draws attention to the specula- 
tive possibilities in Jones & Laughlin 
preferred. This is a 7% cumulative 
issue, Outstanding in the amount of 
587,139 shares of $100 par value and 
currently sells around $75 a share. 
Nothing has been paid on it since late 
in 1933 and dividend arrears now total 
nearly $20 a share. The company is 
strong financially, current assets at the 
end of last year totalling more than 
$40,000,000, of which $11,500,000 
was in the form of cash and marketable 
securities. Current liabilities were less 
than $5,000,000. Jones & Laughlin, 
of course, is not entirely out of the 
woods yet, but, should the present hope- 
ful prospects materialize, it should not 
be long before dividends on the com- 
pany’s preferred are reinstated. 


* * 


“Blue Chips” Make 
Little Headway 


Looking at the present market, one 
obtains an impression of great strength; 
indeed, countless averages are at new 
high levels. Yet, a little deeper inves- 

















tigation reveals that a large number of 
the country’s great companies have 
made almost no progress marketwise in 
some time. 

Compare the recent progress of 
American Can, Continental Can, East- 
man Kodak, Union Carbide, Allied 
Chemical, Corn Products and other 
companies of the same high caliber with 
the progress made by some of the more 
speculative utility and steel stocks. Is 
it significant of anything that the “little 
ones” have done so much better than 
the “big ones” over recent weeks? Per- 
haps it is that buying in the latter has 
been somewhat overdone and now that 
recovery is permeating the lower stratas 
of corporate organization, it is found 
that a great number of the less promi- 
nent stocks should never have sold as 
low as they did. 


* oe * 


Outlook Improves for 
Basic Metals 


With steel operations above 50% of 
capacity, the highest rate of activity 
attained in six months and with the 
increase in price and demand for cop- 
per, lead and zinc, the outlook for basic 
metals undeniably has improved. On 
Monday, August 19, domestic sales of 
copper were the largest ever recorded 
for a single day’s business. These de- 
velopments, of course, have. not gone 
unnoticed in the stock market and 
metal shares have been strong and ac- 
tive. While there is possibly as yet 
little danger in the levels attained, it 
would seem wise, particularly in the 
case of copper, to follow developments 
very carefully. There are still huge 
stocks of copper above ground and if 
the present flurry should turn out to 
have been generated by “war talk” and 
over-generous discounting of the modest 
fundamental improvement that we 
would be the last to deny is actually 
evident, stockholders, slow to note a 
change, might suffer severely from the 
resulting price decline. 
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Extra Dividend Payers 


Opportunities in Those Companies Which 
Have Recently Paid Extras or Are 
Likely Candidates for Such Payments 


SELECTED BY THE MaGAZzINE OF WALL STREET STAFF 


Union Carbide & Carbon 
Corp. 

Because of the great diversity of its 
operations, it would have been surpris- 
ing indeed if the Union Carbide & Car- 
bon Corp. had not participated in the 
general recovery of business. Carbide’s 
products fall into five major divisions: 
(1) carbons of various kinds for lamps 
and motors; also carbon specialties (2) 








Earned Per Share 
1st 6 Mos. 1st 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$2.25 $1.01 $1.18 $1.60 $64 








numerous gases, including oxygen and 
nitrogen, various rare gases, while it 
also would be logical to include calcium 
carbide, from which acetylene gas is 
generated, in this division (3) mechani- 
cal apparatus—generators, welding sets, 
“Eveready” lamps and flashlights (4) 
metal alloys, both ferrous and non- 
ferrous (5) a wide range of chemicals 
and chemical specialties. In addition, 
the company possesses extensive raw 
material facilities, including quarries 
and mines and hydro-electric power 
stations. 

The depression record of the Union 
Carbide & Carbon Corp. is good, inas- 
much as the company was never in the 
“red.” Earnings, however, did drop 
from nearly $4 a share in 1929 to less 
than $1 a share in 1932, although it was 
a showing that only a minority bettered. 
For last year the company reported 
net income of $20,277,442 after taxes, 
depreciation, depletion, subsidiary pre- 
ferred dividends, etc. This was equiva- 
lent to $2.25 a share of common stock 
and compared with $1.57 a share for 
the previous year. For the first six 
months of this year, earnings were 
equal to $1.18 a share, against $1.01 a 
share for the first six months of 1934. 
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Although the gain in earnings was not 
phenomenally large, it certainly indi- 
cates an improvement in the company’s 
affairs. 

Ownership of Union Carbide’s vast 
business rests almost exclusively with 
the holders of its 9,000,743 shares of 
no-par common stock. Aside from the 
common stock, other capital liabilities 
are almost negligible compared with 
total resources of more than $300,000,- 
000. They comprise less than $9,000,- 
000 in real estate mortgages and sub- 
sidiary funded debt (some $300,000 of 
which has just been called for redemp- 
tion) and something less than $7,000,- 
000 in subsidiary preferred stock. 

Financially, the company is very 
strong. Current assets at the close of 
last year totalled $75,000,000, of which 
more than $20,000,000 was in the form 
of cash or marketable securities, while 
current liabilities amounted to $12,000,- 
000. Despite the fact that Union Car- 
bide & Carbon is expanding constantly 
and is pursuing research and develop- 
ment work with the greatest vigor— 
all of which requires money—its finan- 
cial position is such that seemingly it 
could well afford to distribute divi- 
dends closely related to earning power. 
Currently, the common stock is not on 
a regular dividend basis, but in the past 
two quarters 40 cents a share has been 
paid and it is generally, albeit some- 
what erroneously, assumed that the an- 
nual basis is $1.60 a share. Estimating 
that this year’s earnings will be in the 
neighborhood of $3 a share (the last 
quarter is seasonally the best) it is 
likely before the year is out that Car- 
bide’s directors will see fit either to de- 
clare a quarterly dividend of more than 
40 cents, or declare the usual 40 cents 
together with a not unsubstantial extra. 
At the present time, of course, there is 
no question but that Union Carbide is 
high on earning power; on the other 
hand, a stockholder can logically expect 
a larger return than he is currently re- 
ceiving—which is something anyway. 





Acme Steel Co. 


Few, if any, industries suffered more 
severely than steel during the long 
years of depression. Deficits of large 
proportions were reported steadily by 
nearly all companies. Yet, there were 
one or two companies never in the 
“red”; among them Acme Steel, long 
traded on the Chicago Stock Exchange, 








Earned Per Share 


1st 6 Mos. 1st 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$3.11 $2.65 $2.85 $2* $57 


*Plus recent extra. 








but promoted early this year to the 
“Big Board” in New York. 

Acme Steel is small as organiza 
tions in the field go, but its depression 
record certainly is more impressive 
than some of its larger contemporaries. 
It is a producer of hot and cold strip 
steel, most of which is taken by the 
automobile industry, although hoops, 
bands, straps and other items also are 
important in the company’s line. Two 
plants are operated, one at Chicago 
and the other at Riverdale, Illinois. 

For last year, the company reported 
a consolidated net profit of $1,020,533, 
after depreciation, interest, taxes, etc. 
This was equivalent to $3.11 a share 
of common stock (excluding those in 
the treasury) and compared with earn’ 
ings of $2.87 a share in the previous 
year. For the first six months of 1935, 
there has been even further improve 
ment, earnings being equivalent to 
$2.85 a share, compared with $2.65 
in the corresponding period of 1934. 

Nothing could be simpler than the 
capitalization of Acme Steel, for it 
consists solely of common stock. Ex’ 
cluding treasury stock, there are out’ 
standing 328,108 shares of $25 par 
value. At the end of last year the 
company’s balance sheet showed a 
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funded debt slightly in excess of 
$1,000,000, but this was retired last 
june by means of bank loans and the 
company’s own cash. The bank loans 
ae in the form of serial notes, the 
longest of which runs six years. 

Because such an important part of 
the output of Acme Steel is taken by 
the automobile industry, it is not sur- 
prising that the first half of the year 
is usually much the better for the com- 
pany. For example, it will be noticed 
that $3.11 a share was earned for the 
whole of 1934, while $2.65 a share 
was earned in the first six months. This 
year, however, the automobile industry 
is planning a relatively much heavier 
output in the second half. Thus, 
Acme Steel should report for the full 
year 1935 earnings of at least $3.75 a 
share and possibly close to $4. Cur- 
rently the company is paying a regu- 
lar annual dividend on the common of 
§2 a share. Last month this was aug- 
mented by 124% cents extra and it 
would seem that another extra before 
the end of the year were a reasonable 
expectation. 


Borg-Warner Corp. 


Despite the fact that the Borg- 
Warner Corp. has made strenuous, and 
successful, efforts to obtain a measure 
of independence from the activities of 
the automobile industry, the greater 
part of its sales are still made to manu- 








Earned Per Share 


1st 6 Mos. ist 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$3.06 $1.59 $2.51 $1.50* $46 


*Plus extras. 








facturers of motor cars. Its output in 
this division includes clutches, trans- 
missions, carburetors and_ radiators. 
As a result of the great activity in the 
automobile industry, it is hardly sur- 
prising that this major division of 
Borg-Warner has been very prosperous 
this year and that it has contributed a 
great deal to the excellent financial 
showing made by the company. 

In addition to its automobile acces- 
sory business, Borg-Warner’s “Norge” 
division is an important factor in re- 
frigerators, washing machines, oil 
burners and kitchen stoves. Borg- 
Warner is one of the largest manufac- 
turers of stoves in the country and is 
said to account for about 10% of the 
entire domestic output. The company 
also makes specialty steels and a num- 
ber of steel products, including axes, 
shovels and steel beer barrels. Yet 
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another subsidiary makes a diversified 
line of power transmission devices and 
gears. Springing from the upturn in 
general business and the increase in 
public purchasing power, these lines 
too have done well this year. 

For the first six months of 1935, 
Borg-Warner reported a net profit of 
$3,011,332, after interest, depreciation 
and taxes. This, after dividends on the 
preferred stock, was equivalent to 
$2.51 a share on 1,150,916 shares of 
$10-par common stock, excluding 79,- 
925 shares held in the treasury. In 
the corresponding period of last year 
the company earned the equivalent of 
$1.59 a share of common stock, while 
for the full year 1934 earnings were 
the equivalent of $3.06 a share. 

The company’s capitalization is 
simple and rapidly growing simpler. 
Whereas the balance sheet of June a 
year ago showed a funded debt and 
subsidiary preferred stock outstanding, 
in addition to the parent company’s 
common and preferred, the balance 
sheet June, 1935, showed only the two 
last—25,000 shares of $100 preferred 
and 1,230,853 shares of $10-par com- 
mon, of which the company’s own 
treasury has substantial holdings. 

Currently, the stock of the Borg- 
Warner Corp. can be bought for about 
$46 a share. The regular dividend is 
at the rate of $1.50 annually, while 
the company distributed an extra of 25 
cents early in the year. Although the 
company is steadily improving the posi- 
tion of the common by the retirement 
of senior capital obligations, and this 
may well be the reason why dividends 
are being kept so far below earnings, 
nevertheless the outlook is such that 
stockholders may reasonably expect to 
receive more within the reasonably 
near future. 


E. I. duPont de Nemours 
& Co. 


So diverse are the products of E. I. 
duPont de Nemours that the average 
man comes in contact with them every 
day of his life. But duPont’s “Duco”, 
artificial leathers, rayon and countless 
other things go practically unnoticed. 
Not so, however, changes in the com- 
pany’s dividend rate; and duPont made 
a change the other day that was first 
page financial news. The regular divi- 
dend was raised from 65 cents quarter- 
ly to 90 cents, while at the same time 
the company declared an extra distribu- 
tion to its stockholders of 35 cents. 
Although this is, of course, a reflection 
of General Motors higher rate and 
extra (there is not quite one share of 


General Motors behind each share of 
duPont) it is nonetheless noteworthy. 

For the first six months of this year, 
duPont reported net income of $22,- 
450,485 after taxes and charges. This, 
after deduction of dividends on the 
company’s debenture stock, was equiva- 
lent to $1.74 a share on 11,051,662 
shares of common stock, which was the 





Earned Per Share 








1st 6 Mos. 1st 6 Mos. Recent 
1934. 1934 1935 Div. Quotation 
$3.66 $1.86 $1.74 $3.60* $114 
*Plus extras. 
average number outstanding. In the 


first six months of 1934, the company 
earned the equivalent of $1.86 a share 
of common stock, the amount received 
on the General Motors investment be- 
ing 45 cents a share of duPont in both 
instances. 

Although duPont is generally known 
to be a strong company, the immense 
financial strength of the enterprise is 
not perhaps realized. At the end of 
last June, duPont’s current assets 
amounted to more than $123,000,000, 
of which more than $57,000,000 was 
in the form of cash or marketable se- 
curities. Nor does this include the 
nearly 10,000,000 shares of General 
Motors; on the basis of present quota- 
tions of $43 a share for the latter, 
duPont could well present its market- 
able securities account larger by $430,- 
000,000. Compared with this, current 
liabilities of less than $18,000,000 ap- 
pear insignificant. 

Although duPont’s earnings were 
down slightly for the half year, the 
widespread improvement in business as 
a whole which currently seems under 
way can hardly help but favorably 
affect the company, for its output con- 
tributes to so many different industries. 
Thus, the company’s earnings, apart 
from the General Motors dividends, 
should be larger in the second half of 
1935 than in the second half of 1934. 
This, of course, is not to say—yjust 
having made such a liberal gesture to- 
wards its stockholders—that the com- 
pany will shortly distribute even more. 
One has, however, duPont’s own assur’ 
ance that it will pursue a policy of dis- 
tributing to stockholders the greater 
part of earnings. 


U. S. Gypsum Co. 


Estimated to produce about half do- 
mestic consumption of gypsum wall 
board and gypsum plaster and as much 
as 25% of the metal lath consumed, the 
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United States Gypsum Co. would be 
a great beneficiary of improvement in 
the building trades. A marked up- 
turn, albeit from a very low level, al- 
ready has made itself evident in resi- 
dential construction and consequently 








Earned Per Share 


lst 6 Mos. 1st 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$1.35 $0.73 $1.14 $1* $66 


*Plus extras. 








Gypsum’s more recent earnings have 
shown great improvement. 

The company’s business is of na- 
tional extent. It operates mines, quar- 
ries, plaster mills, metal lath plants, 
asphalt-roofing plants and other manu- 
facturing establishments _ scattered 
throughout the country. For the first 
six months of this year the company 
reported net income of $1,627,477, 
after depreciation, depletion, taxes, 
etc. This, after dividend requirements 
on the preferred stock, was equivalent 
to $1.14 a share on 1,191,412 shares 
of common stock, and compared with 
earnings equal to 73 cents a share in 
the corresponding previous period. For 
the full year 1934, Gypsum earned 
$1.35 a share, as against $1 in 1933 
and the low point of 86 cents for 1932. 

Capitalization consists solely of pre- 
ferred and common stock. The June 
balance sheet showed that there were 
78,222 shares of the former outstand- 
ing of $100 par value, and 1,191,412 
of the latter of $20 par value. There 
is no funded debt nor bank loans what- 
soever and this strong fundamental 
financial position is further enhanced 
by a more than usually strong current 
financial position. As of June 30, 1935, 
current assets totalled $21,239,412, of 
which more than $14,000,000 was in 
the form of cash and marketable secur- 
ities, while current liabilities amounted 
to only $1,817,835. 

So far, United States Gypsum has 
been slow to raise its regular dividend 
from the depression low of $1 annu- 
ally. It has, however, paid extras, one 
last year of 25 cents and then another 
of the same amount has just been de- 
clared to be paid this October. Earn- 
ings, financial position and prospect 
combine to foreshadow greater liber- 
ality before very long. 


J. C. Penney Co. 


J. C. Penney Co. is an operator of 
more than 1,400 apparel stores. The 
cutlets are scattered over the country, 
although the greatest concentration is 
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found in the Middle West and West. 
The company’s merchandise is moder- 
ately priced and, because of the large 
number of stores in rural districts, it 
has been benefited importantly by the 
increased purchasing power which has 
found its way into the hands of the 
farmer owing to higher prices for farm 
produce and the countless government 
schemes in aid of this section of the 
people. 

In 1934, Penney’s net income estab- 
lished a record high at $16,147,315, 
after depreciation, Federal taxes, etc. 
This, after dividends on the preferred, 
was equivalent to $6.29 a share on 
2,468,984 shares of common stock. For 
1933, the company reported earnings 








Earned Per Share 


1st 6 Mos. 1st 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$6.29 $2.59 $2.17 $2 $81 








the equivalent of $5.51 a share of com- 
mon. This year, Penney has continued 
to do well, although earnings have not 
been running at the peak levels of last 
year. Such has been the general ex- 
perience of retail trade and is accounted 
for by a decline in profit margins, 
brought about by increased competi- 
tion forcing down selling prices, less 
stable wholesale markets and higher 
costs of doing business. While J. C. 
Penney sales for the first half of this 
year were nearly $3,000,000 ahead of 
last, earnings declined from the equiva- 
lent of $2.59 a share of common to 
$2.17 a share. 

Yet, this moderate decline in profits 
is in no way serious. The regular $2 
dividend will still be covered more than 
twice over for 1935. Moreover, it 
might be noted that sales for the month 
of July were nearly 14% ahead of 
July, 1934, whereas the increase for 
the first seven months of 1935 was less 
than 5%. This, and the other evi- 
dences of general business improvement 
which are so clearly visible, holds out 
the promise of a substantial gain in 
earning power for the second half of 
the present year. At the end of last 
year, Penney distributed a $2 extra and 
there are valid reasons for expecting 
another extra at the end of this, regard- 
less of the decline in the first half 
showing. 

In June, Penney voted to retire the 
remainder of its outstanding preferred 
stock. This will leave, aside from an 
insignificant $50,000-mortgage, abso- 
lutely nothing ahead of the 2,468,984 
shares of no-par common stock. The 
preferred was retired with money from 
the company’s treasury; no borrowing 
from the banks being necessary. 


McKeesport Tin Plate 
Co. 


Throughout the period of the de 
pression, few indeed were the busi- 
nesses that held up better than that of 
manufacturing tin plate and tin cans. 
It seems that if the consumption of one 
line of canned goods fell, then imme- 
diately some one had the idea of pack- 
ing something else in tin and that the 
public immediately accepted it. Thus, 
with volume holding up much better 
than in most fields and with remarkable 
price stability, the tin plate and tin can 
businesses were ever profitable. 

The two businesses—tin plate and 
tin can—are combined in an important 
way in only one company, The Mc: 
Keesport Tin Plate Co. American 
Can and Continental Can buy their 
plate from one or another of the big 
steel companies which make it, even 
a little from McKeesport: The latter, 
however, holds a controlling interest in 
the National Can Co., formerly Metal 
Package Corp., and thus has obtained 








Earned Per Share 


1st 6 Mos. 1st 6 Mos. Recent 
1934 1934 1935 Div. Quotation 
$6.19 $2.78 $3.46 $4 $118 








for itself a large and assured outlet for 
tin plate. 

For last year, the McKeesport Tin 
Plate Co. reported a net profit of 
$1,859,339, including the company’s 
share ($828,081) of National Can’s 
earnings, after depreciation, federal 
taxes, etc. This was equivalent to 
$6.19 a share on each of the 300,000 
shares of no-par common stock out- 
standing. For the first six months of 
this year on the same basis, earnings 
were equivalent to $3.46 a share of 
common stock, compared with earn 
ings of $2.78 for the corresponding 
previous period. 

The capitalization of the McKees- 
port Tin Plate Co. consists solely of 
the 300,000 shares of common stock 
which have been mentioned already. 
There is neither funded debt nor pre’ 
ferred stock. 

This year, tin plate output has been 
at an exceptionally high rate which 
has been of longer than usual duration. 
Canning crops are expected to be large, 
while at the same time still more fields 
for tin containers have been opened; 
for example, beer in large quantities 
shortly will be packed in tin. It is ex- 
pected, therefore, that McKeesport’s 
profits will be substantially ahead of 
last year when the $4 regular annual 
dividend was covered by earnings more 
than half as large again. 
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ing the Pulse of Business 


— Machine Tool Orders High 


OME softness in the 
S Raw Material Price In- 

dex and a recession of 
several points in the Business 
Activity Index, appear to be 
nothing more serious than a 
temporary interruption to the 
promising wave of improve- 
ment that set in shortly after the Fourth of July. The 
recent lull in business is largely attributable to sharp taper- 
ing off of motor car production in preparation for bringing 
out new models this year at an unusually early date, coupled 
with curtailment in soft coal output consequent upon an 
accumulation of excessive stocks above ground. Neither 
of these incidents has any bearing upon the autumn busi- 
ness outlook, which must remain favorable so long as sales 
of other consumers’ and capital goods, and the wherewithal 
to buy them, continue to expand. 

In all directions one finds a thoroughly healthy growth 
in the country’s purchasing power. Idle funds are piling 
up in the banks to unprecedented heights, with a resulting 
abnormally low Cost of Business Credit which found 
reflection last month in a 300% jump in corporate refund- 
ing operations compared with July, 1934. July also saw 
a 3% gain in trade union employment over last year. In 
New York State the increase was 3.4% in employment 
and 6.8% in payrolls, pointing to a gain of 3.4% in average 
weekly wages. Meanwhile, real wages, giving effect to the 
cost of living are well sustained at the best levels reached 
under NRA. 

With farm purchasing power also running well ahead 
of last year, and dividend disbursements showing a gratify- 


— Metals Improve 
— Automobile Production Recedes 
— Building Continues to Gain 


— Steel Companies in the Black 


ing increase, it is not surpris- 
ing to learn that life insur- 
ance sales in July again rose 
above the previous year for 
the first time since February, 
and that department store 
sales in July amounted to 
8% more than last year in 
dollar totals and 9% more in unit volume, while one of 
the mail order companies reported the highest July sales 
in its history. Thus from the figures on both farm and 
city workers we may conclude that the country’s purchas- 
ing power is at a more favorable level than in some time, 
despite the continued large volume of unemployed. 

In the capital goods field improvement, starting from 
a much lower base, is even more startling. Mortgage loans 
by building and loan companies during the first six months 
of the current year were more than double the amount for 
the corresponding period of the previous year. According 
to the Bureau of Labor, permits for new residences in July 
were 183% greater than a year ago in number, and in- 
creased 215% in estimated value. The F. W. Dodge Co. 
reports for July that residential contracts exceeded the previ- 
ous July by nearly 150%. Machine tool orders in July, 
accelerated by early preparations for bringing out new 
motor car models, rose to the best level since 1929, showing 
2 30% gain over June and an increase of nearly 250% over 
July, 1934. It is estimated in the trade that it would take 
the tool plants of the country five years of operation at 
capacity to supply the nation’s manufacturers with enough 
machinery to restore their plants to a normal ratio of 
50% of equipment less than ten years old. The only 
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unsatistactory report for July in the capital goods field is 
for the amount of new corporate capital raised by security 
flotations, which showed a drop of 80% from the previous 
July. 

Another extremely satisfactory development this year 
has been the notable decrease in apartment vacancies and 
the rise in agricultural land values. Many cities report an 
actual housing shortage, which is bound to become more 
acute as families “un-double” with a return of prosperity. 
Farm land in the Middle West has appreciated 25% to 
35%, a development which is naturally welcomed by the 
banks and insurance companies. 


The Trend of Major Industries 


STEEL—After seven consecutive weeks of improvement 
the country’s steel mills are now operating at close to 50% 
of capacity. All companies are earning more than fixed 
charges at this level and some of the smaller concerns, which 
have already installed up-to-date machinery, are showing 
highly gratifying profits. Heavy melting scrap has ad- 
vanced to above $13, partly on account of large foreign 
demands. Prices soon to be posted for fourth quarter 
delivery will show practically no concessions, even for 
quantity orders, while substantial advances have taken 
place in forging billets, bars and wire. Automobile makers 
are specifying heavily against orders placed for steel re- 
quired by new models, with instructions to roll the mate- 
rial and hold until needed. Implement makers have started 
the autumn season five to six weeks ahead of the usual days, 
and machine tool builders have the largest volume of orders 
since 1929. Miscellaneous demand is unseasonally heavy. 


METALS—Tin, silver and copper have shared the non- 
ferrous metal spotlight during the past fortnight. An in- 
crease of the production quota by the Tin Committee to 
65%, from 50%, caused a drop of nearly two cents in 
price, while copper has advanced a half-cent under heavy 
buying prompted by the Italo-Ethiopian war scare and 
accumulating evidence of industrial revival at home. 
Dumping of speculatively held silver by foreigners has 
caused a sharp drop in the metal which was only checked 
at 653% cents after the Treasury had purchased 25,500,000 
ounces in one day, or 


expanded more than 20% since the demise of N R A, 
practically all of the oil states have shown encouraging 
ability to control the situation. Consumption of motor 
fuel is the largest on record and still expanding, while 
stocks of both finished and crude products are diminishing. 
Prices are consequently holding firm, and prospects favor 
fairly satisfactory earnings for the industry during the 
present quarter. One authority predicts a scarcity of oil 
within the next five years; but this fails to allow for new 
discoveries and inventions. 


RAILROADS—Recent strength in railroad stocks is 
based upon several favorable developments. Crops are 
beginning to move in volume and other classes of freight 
are expanding; so that carloadings are again higher than 
the previous year. Signing of the Truck and Bus Bill 
offers hope of gradually lessening competition from that 
source, and the R F C has offered to finance purchases of 
streamlined trains which effect great economies in operation. 


RADIJO—Introduction of the “all-wave” receiving sets 
started a buying wave that enabled manufacturers to sell 
4,084,000 sets last year, and it is expected that the coming 
1935-6 season will witness a new high record in unit sales; 
but not in dollar totals, since prices now average around a 
third of those at the 1929 peak. 


SHOES—Though shoe output in July was a little higher 
than in July, 1934, production for seven months ran some- 
what behind the corresponding period last year. Leather 
is rising, and profits are barely holding. 


REFRIGERATORS—Domestic sales of household elec- 
tric and gas refrigerators during the first six months came to 
1,005,981 units with a value to the maker of $77,353,000, 
compared with 843,000 units valued at $70,916,000 during 
the first six months of 1934. 


Conclusion 


Although the past fortnight has witnessed sharp reactions 
in nearly all of the business indexes, there is no reason to 
suppose that this marks anything more than a temporary 

interruption to the 





more than, our entire 
domestic production in 
1934. The incident 
brought forth a state- 
ment trom Secretary 
Morgenthau that the 
present policy is to ac- 
quire silver as cheaply 
as possible. This was 
followed by the failure 
of a wealthy Bomhay 
speculator in futures 
for which the market 
is narrow; since the 
Treasury buys only 
spot. Brighter indus- 
trial prospects have also 
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b cen responsible for 1914 1915 1917 1918 1919 1920 1921 1922 1923 1924 1925 
advanced prices on 
zinc and lead since our 
last issue. 
Farm Progncts ... 2.226620. up 1.9 

PETROLEUM— Fools ....... eee up 2.0 
With the exception of ff Textiles mers siti rsiab Ob 
California, where pro- Fuel and lighting.......... up 0.4 





duction of crude has 


Tut Trenp OF COMMODITY PRICES 


US DEPARTMENT OF LABOR INDEX -1926*100 





Changes in Major Commodity Price Group for the 
Fortnight Ended August 17, 1935 


wave of improvement 
that set-in early last 
month. So long as the 
demand for both con- 
sumers’ and _ capital 
goods continues to rise 
along with expansion in 
the country’s purchas- 
ing power, it is not 
possible for production 
and earnings to suffer 
any serious reversal in 
trend. At the present 
time marked gains are 
taking place in retail 
trade, in private resi- 
dence construction and 
in machine tool orders; 
while wages and em- 
ployment, especially in 
non-factory industries, 
are being well main- 
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1927 1926 1929 1930 1931 1932 1933 19341935 





NN se ek sa he 5 9 a no chang : 

Building materials ...... down 0.2 tained. The outlook 
a eee up 0.2 

Housefurnishings ....... down 0.2 for further progress 
Miscellaneous .......... down 0.3 this autumn still re- 





mains promising. 
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1934 Indexes 
————_~—_———. Number — 


1935 Indexes 











High Low Close of Issu2s (1925 Close—100) High Low Aug. 10 Aug. 17 Aug. 24 
71.2 45.0 54.6 288 COMBINED AVERAGE... 63.6 48.0 61.4 63.6h 61.2 
105.7 44.2 87.0 5 Agricultural Impiements.... 88.1 64.1 83.0 84.3 86.9 
42.3 20.2 27.1 6 Amusements.............. 31.2 17.8 28.1 31.2h 29.1 
58.9 35.2 55.5 18 Automobile Accessories.... 76.9 44.6 76.1 75.8 76.9H 
24.9 11.8 14.2 23: Attomonles ans. «oo 550.0 5 5:0 16.8 9.8. .128:14 .13:3.. 352 
92.5 43.6 60.1 & Aviation (1927 Cl—100).... 64.1 41.38 60.1 60.9 64.ih 
a6 ET 268 3 Baking (1926 Cl—100)..... 12.8 7.9 12.2 12.8h 12.8 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 243.2 184.8 239.2 239.8 233.8 
136.0 100.0 131.6 4 Business Machines........ 145.8 118.7 145.8H 144.1 142.5 
229.5 178.9 227.5 We) MM ategn a Sosa eca safe dyer" ale 301.6 226.1 297.5 289.8 287.5 
210.5 134.3 167.2 eee Cl a 179.4 144.6 177.5 177.8 176.2 
37.2 22.1 28.8 16 Construction.............. 32.5 22.6 32.0 32.5h 31.3 
70.1 40.1 43.8 Jc ere 67.0 35.7 658.3 61.4 67.0h 
37.0 25.7 32.0 2 Dairy Products............ 33.4 27.5 32.1 32.5 32.4 
26.8 16.4 21.2 8 Department Stores........ 22.8 16.0 22.8h 22.3 21.7 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 656.1 68.7 65.7 63.0 
91.3 59.1 78.7 3 Electric Apparatus......... 129.4 70.1 124.7 129.4H 124.9 
211.2 103.8 211.2 2 Finance Companies........ 269.1 211.2 — 264.3 256.2 
64.0 51.1 58.3 ee 59.4 651.8 57.2 56.6 54.2 
71.1 565.1 55.7 ee) re ee 56.4 46.5 55.7 54.6 53.4 
58.8 36.2 45.4 3 Furniture & Floor Coverings 56.1 32.1 50.3 56.ih 53.7 
1372.0 1106.0 1164.9 3 Gold Mining.............. 1209.7 1044.9 1044.9x1048.4 1053.1 
35.6 25.1 35.6 ez hold Equip Se ccgie 41.7 35.3 39.6 41.7H 40.0 
31.8 19.3 20.8 4 Investment Trusts......... 30.4 17.0 29.3 30.4h 28.7 
295.5 164.0 247.0 3  =Liquor (1932 Cl.—100)..... 284.1 223.6 282.8 275.2 284.1h 
53.4 34.2 44.2 Me! Go a ar 60.1 36.0 59.7 60.1H 56.3 
88.6 51.9 62.0 3 Meat Packing.. 62.2 34.5 41.5 45.3 44.8 
160.1 117.4 127.8 11 Metal Mining & Smelting. . 147.5 109.4 142.3 139.5 147.5 
86.8 52.0 58.2 EC cee 71.5 61.38 67.5 71.5h 70.0 
25.0 15.2 21.0 3 Phonos. & Radio (1927-100) 21.2 15.9 20.1 21.2h 19.6 
72.8 32.1 34.8 18 Public Utilities............ 68.3 23.0 60.9 68.3h 52.4 
66.2 34.9 43.9 8 Railroad ane Memcaws 43.9 29.3 42.8 42.7 41.2 
52.0 24.5 25.8 25 = Railroads.. ...-. 26.7 17.6 223.6 24.6 23.9 
15.9 60 8.8 Rr 10.4 5.2 8.4 10.2 10.4h 
50.2 28.9 41.6 S Sitges... .......5-5.2.5.' 51.6 28.5 49.8 48.4 51.6H 
77.0 42.0 54.4 20 «Steer 08... 6. cece 72.0 37.6 67.5 67.1 72.0h 
31.3 20.4 22.2 US ee 30.4 21.1 26.9 27.1 26.4 
214.0 131.5 143.2 eo RA ree 150.3 122.5 145.3 146.4 147.0 
70.3 40.2 45.2 3 Telephone & Telegraph. . 63.0 34.2 61.8 63.0h 58.6 
65.8 37.5 47.8 oe Ae Re 56.9 34.7 61.9 56.9h 53.1 
14.6 7.6 9.0 B Treee Rubber... .... 2.55. 9.3 6.0 7.9 7.8 7.6 
88.6 66.5 84.7 a ee eer 98.3 77.2 98.3H 97.8 97.7 
73.5 43.5 65.0 DP BME os Salsas sivies nas 79.3 61.0 79.3H 75.8 178.6 
275.5 43.6 258.2 3 Variety Stores. 281.8 219.7 281.8H 276.3 267.6 


x—New LOW this year. 


h—New HIGH ‘this year. 


H—New HIGH record since 1931. 
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Answers to Inquiries 








The Personal Service Department of THE MaGazINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 
you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 
at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service. 








AMERICAN SMELTING & 

REFINING CoO. 
. With but little current interest in silver 
and gold to give it speculative appeal, do 
you beheve further earnings improvement 
should bring higher prices for American 
Smelting & Refining common, over the 
weeks and months just ahead? I have 
some of this stock bought at 33—W. W. 
M., Boston, Mass. 


Further improving the position of 
the common stock of American Smelt- 
ing & Refining Co., the directors re- 
cently declared a dividend of $6 on the 
second preferred, payable September 
2, 1935, making a total of $13.50 paid 
so far this year on account of arrears of 
dividends on the second preferred and 
reducing the accumulations to $6. The 
management has expressed its intention 
of clearing up all arrears of preferred 
dividends this year, the accomplishment 
of which would pave the way for re- 
sumption of distributions on the com- 
mon. Another factor pointing toward 
possible early resumption of dividends 
cn the common was the recent action 
whereby the stated value of the com- 
mon stock was reduced, enabling the 
company to build up surplus to fortify 
the dividend position. Moreover, it is 
understood that the company has plans 
under consideration for refunding the 
$36,383,000 of 5% first mortgage 
bonds and replacing them with a lower 
interest bearing obligation, which would 
permit a larger amount of earnings to 
be allotted to the equities, thereby fur- 
ther enhancing the intrinsic value of 
the common stock. Finally, an increase 


in the price of lead was announced early 
in August, this being one of the numer- 
ous favorable developments in the af- 
fairs of the company, aside from the 
gold and silver situation. The specula- 
tive possibility of a further advance in 
the price of silver, although temporar- 
ily less prominent, nevertheless remains 
as a strong potentiality. Although the 
semi-annual report has not yet been 
released, there are good reasons to an- 
ticipate gratifying figures and the out- 
look for the months to come is favorable 
enough to dictate the maintenance of 
your position in the stock. 


INTERNATIONAL TELEPHONE 
& TELEGRAPH CORP. 

Do you believe the recent improvement in 
International Telephone & Telegraph can 
continue? Do you believe the worst of this 
company’s troubles are over with Postal 
Telegraph's bankruptcy petition? Do you 
think I should now take 3% points profit 
or hold?—P. N. G., Brooklyn, N. Y. 


The elimination of the burden of 
Postal Telegraph is likely to prove 
more beneficial than detrimental to In- 
ternational Telephone & Telegraph. In 
the past, the large Postal deficits have 
been a drain upon the earning’ of In- 
ternational and, furthermore, it has 
been necessary for the parent company 
to advance large sums to the subsidiary 
in an effort to avert the default on the 
Postal bonds and the ultimate bank- 
ruptcy petition of Postal. The Postal 
situation was generally considered the 


darkest spot in the International Pic 
ture and now that this has been started 
on the way toward being cleared up, 
the outlook is materially improved. 
Another weak point has been the 
Cuban Telephone Co., whose deficit 
last year was $1,600,000, but the situa- 


tion in Cuba is showing improvement. 


The financial condition of International 
Telephone & Telegraph remains strong 
and the cash position has been some 
what improved by the repayment of a 
large advance which had been made by 
the parent company to Spanish Tele: 
phone Co., another subsidiary. The 
agreement reached late in June for the 
extension of bank loans to International 
Telephone & Telegraph to May 1, 
1936, has eased the financial situation, 
since $22,880,000 of such loans were 
due August 1, last. A cash payment 
of $520,000 was made and the balance 
of $22,360,000 extended, while the 
interest rate on the notes was reduced 
from 5% to 44%4%. An encouraging 
improvement is shown in the net in 
come of $1,228,758, equivalent to 19 
cents a share for the first quarter of 
1935, compared with 17 cents a share 
for the corresponding quarter last year 
The operations of Postal Telegraph 
were eliminated from this statement for 
the first quarter. It has been estimated 
that for the full year 1935 Interna 
tional should show net profit of be 
tween $5,000,000 and $6,000,000. The 
increased number of telephones in serv 
ice, the improvement in manufacturinj 
cperations, the more stable conditions 
(Please turn to page 511) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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113 Points Profit — 9 Points Loss 


The Complete Record 
of Open Commitments and 


Those Closed Out August 1 to 23 


Average Profit Over 5 Points! 
12 Points Profit to 1 Point Loss! 


of '44 


American Rolling Mill 


Price 


Points 


Recommended Profit 


Alleghany Corp. Coll. 5's 


70!/5 
24/, 


Armour of Ill. 6% pf. 691/, 
Armstrong Cork 27 
Columbia Pictures 63 
Distillers Seagrams 165% 
Electric Autolite 25 
General Railway Signal 3034 
Maytag Ist 6% pf. 94 
McKesson & Robbins 5!/,'s 

of '50 97/4 
Mesta Machine 293, 
Mesta Machine 287, 
Nat'l Power & Light 6% 

pf. 43/, 
North American 6% pf. 45!/, 
Paramount Pictures 2nd pf. 1056 
Otis Steel First 6's of '41 881/, 
Park Utah 53%, 
Puget Sound $5 pf. 31 
Pure Oil 8% cum. pf. 901/, 
Radio pf. B 623, 
Reynolds Metals 225% 
So. Pac. Ore Lines 5!/.'s 

of '77 81l/, 
Southwest P. & L. 6's of 

2022 77 
United Aircraft 16! 
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UBSCRIBERS to THE INVESTMENT AND BusINEss ForE- 
cAsT have numerous opportunities of taking substantial 
profits in current market movements. 


Our record—given in complete detail—presents a convincing 
and outstanding demonstration of the consistent accuracy with 
which our analysts uncover undervalued situations. And, of 
foremost importance, we advise you definitely when to buy 
and when to sell—when to contract or expand your position— 
keeping all commitments under our continuous supervision. 
It is through such a flexible yet conservative program that 
you can make steady progress in building up your portfolio. 


Prepare NOW for 
New Profit Opportunities 


The present phase of the market furnishes an excellent oppor- 
tunity to weed out your securities that have discounted their 
near-term prospects, possibly for the balance of this year— 
and those lethargic issues that will advance slowly if at all. 
Our consultation service will advise you what to continue to 
hold—what to sell—what to switch. 


Our specialists are now selecting new potential leaders of the 
recovery—stocks whose third quarter earnings should result 
in sharp price gains. These issues—representative of those 
industries showing the greatest improvement—and stimulated 
also by a five-year-fall-peak in general business—should bring 
you very substantial profits. 





To readjust your holdings and take a position in our recom- 
mendations at advantageous levels, mail the coupon below with 


2'/5 | your remittance—today. 


The INVESTMENT and Bus INESS FORECAST 
iuslentatatntatatetntatates he MAGAZINE of WALLSTREET aah tie ett “9 


90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 


telegrams I select I will receive the complete service outlined by mail. 


Send me collect telegrams on all recommendations checked below. 


had time to reach you.) 


U OPPORTUNITIES capital sufficient to purchase 10 shares of all recommendations on over 50% margin. 
BARGAIN Dividend-paying common stocks entitled to investment rating, with good profit possibilities. 
i onth. Thr vi ocks carr time. 1,000 capital 
INDICATOR hel sans ae shares of = Span i scapes? al eis: 
TRS ° sca’ eB Mase ie, 906 WES w eda ane ha ew 16S WWE 6 WO OOS. Swe 5S OO Oe Belem SIP CAPITAL OR EQUITY AVAILABLE... .....ccccccccccccccccccvocs 
ee eee eee ee See ee ee ee a ey ee ee Le eR a ee ee ee eae eee ee a ee 
i GaP eee yor ee eee ere ery Ear Eber Wren eC eke are eee eek hE ee oe ys Pe ewe a een ee a a eer er at eae it ae ere arse we TS Aug. 31 
a Include a Complete List of Your Present Holdings for Our Analyses and Recommendations 
jxss cmt ms toes mee ms ems mes sme wes ws om pum cme Sms mn sm crue, mien, mses ames mm ms ems ee ge me ee ee ee ee ee ee ee oe _— 


AUGUST 31, 


TRADING 
ADVICES 


935 
935 


UNUSUAL 


Short-term recommendations following important intermediate market movements. 


to four wires a month. 
to act in 10 shares of all recommendations on over 50% margin. 


Speculative investments in low-priced issues that offer outstanding possibilities for mar- 
ket profit. Two to three wires a month. 


NEW YORK, N. Y. 


I understand that regardless of the 
($125 will cover an entire year’s subscription.) 


CABLE ADDRESS: TICKERPUB 


(Wires will be sent you in our Private Code after our Code Book has 


Three 


Three to five stocks carried at a time. $1,000 capital sufficient 


Three to five stocks carried at a time. $500 


—esie ee et ee ee ee et ee ee ee ee a ee ee ae oe 
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5 29th Consecutive 
Preferred Stock Dividend 


August 13, 1935 
Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon the preferred 
stock of the company payable October 1, 
1935, to all preferred stockholders a record 
at the close of busi 1935. 
Checks will be mailed. Transfer ha Mh will 
not be closed. This is the twenty-ninth con- 
secutive dividend on General Mills preferred. 

(Signed) KARL E. HUMPHREY, 
Treasurer. 











WHY NOT 











DIVIDENDS 


ARMOUR 4nd COMPANY 
(ILLINOIS) 


On August 16 a quarterly divi- 
dend of one dollar and fifty cents 
($1.50) per share on the $6.00 
prior preferred stock and a divi- 
dend of one dollar and fifty cents 
($1.50) per share on the 7% 
Preferred stock of the above cor- 
poration were declared by the 
Board of Directors, both payable 
October 1, 1935 to stockholders 
of record at the close of business 
September 10, 1935. 

E. L. LALUMIER, Secretary 


ARMOUR Axo COMPANY 


OF DELAWARE 


On August 16 a quarterly divi- 
dend of one and three-fourths per 
cent (134%) per share on the 
preferred stock of the above cor- 
poration was declared by the 

Board of Directors, payable Oc- 
| tober 1, 1935 to stockholders of 

record at the close of business 
September 10, 1935. 

E. L. LALUMIER, Secretary | 












































BAYUK CIGARS INC. 
PHILADELPHIA 

A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable October 15, 1935, 
to stockholders of record September 30, 1935. 

A dividend of fifty cents (50¢) per share on 
the Common stock of this corporation was declared 
payable September 15, 1935, to stockholders of 
record August 31, 1935. 

Checks will be mailed. 

John O. Davis 
August 16, 1935. Secretary 








508 When doing business with our advertisers kindly 


Rails 








1933 1934 1935 
- _ — 
A High Low High Low High Low 
ECR Eire h 5.42 0'sip o5'sc00 + se 8014 3454 7334 4544 56714 3534 
Atlantic Coast Line................. 59 1614 5414 24)6 8744 19% 
B 
Baltimore & Ohio.................. 37% 84 3414 1234 174% 7% 
Bangor & Aroostook................ 4134 20 46% 351% 4914 36% 
Brooklyn-Manhattan Transit........ 4144 2134 447% 284 4634 36% 
Cc 
Canma@ian Pecific........ 2... 0.6500. 20% 6 1814 10% 1334 93% 
Chesapeake & Ohio................ 4914 245, 485, 3916 474% 37 bs 
C. M. & St. Paul & Pacific 1134 1 86 2 3 
Chicago & Northwestern. . caus ee 14% 15 34 554 13 
Chicago, Rock Island & Pacific...... 10% 2 64% 1% 254 4 
D 
Delaware & Hudson. . ... 983% 3754 7314 35 4314 23% 
Delaware, Lack. & Western .. <= 1744 3334 14 19% 11 
E 
oY ener ft 334 247% 93% 14 1% 
G 
Great Northern Pfd................ 3334 45% 3214 1244 2234 954 
H 
Hudson & Manhattan.............. 19 6% 12% 4 514 234 
I 
0 ae ee 5034 84 387% 1354 1714 9% 
Interborough Rapid Transit......... 1334 4% 1714 54 18% 834 
K 
Kansas City Southern.............. 247% 614 1934 6% 834 334 
L 
LO SS eee eee 2734 85% 21144 914 114% 5 
Louisville & Nashville SP err re 6714 214 6214 3734 47'5 34 
M 
Mo., Kansas & Texas.............. 17% 534 14% 43 64% 214 
Miiggours PaCHic... .. 2... ccc cesses 104% 1% 6 1% 3 1 
N 
New York Central.. oe eno, (ae 14 4514 1834 253, 1214 
N. Y., Chic. & St. Lo See 2756 2% 267% 9 13 6 
Hy oo i. & Hartford............ 347% 11% 241% 6 814 2% 
N. Y., Ontario & Western........... 15 76 1154 4% 6 254 
Norfolk & Western.. AR: 111% 187 161 188! 158 
Wortherm Paaciic................... 347% 954 3644 1414 21% 138% 
P 
| ee it 1334 3914 201% 294 17% 
Pere Marquette................--- 37 3% «= 38 12 185; 914 
Pittsburgh & W. Va............2.65 3534 6% 27 10 174 6% 
R 
MMs ciclcbics bine wo epeee aw ws 6214 2316 5634 351% 431, 29% 
Ss 
St. Towie-San Fran... ........000.65- 9 % 454 1% 2 34 
SS OO ee 3834 11% 3334 14% 2144 1234 
Southern Railway.................. 36 43 3614 11% 16! 514 
tT 
ee ere 43 15 4314 1314 2534 14 
U 
SR EIN fos 2 sobs kubedescess 132 61144 1337 90 111% «8214 
Ww 
Co ee ee 16 4 174% 71% 97% 514 
WUGRCETE PRTC. 5... oss ceictns sess 914 1 84 25% 334 1% 
. es 
Industrials and Miscellaneous 
1933 1934 1935 
FEL, LETT, 
A High Low High Low High Low 
Adams-Millis Corp................. 21% 8 347% 16 3314 28 
VES ee oe emer | | | 4714 113 91%4 14934 104% 
ey a vied bik b ki 9's 33 11% 237 1654 20! 151% 
Allied Chemical & Dye............. 152 7034 160°, 115% 165 125 
Allis Chalmers Mfg................ 2634 6 2334 10% 293, 12 
Alpha Portland Cement............. 24 534 20'¢ 114% 204% 14 
ES Ss rks oa & 645 4754 18% 555¢ 39 7034 4814 
Amer. Agric. Sy ora (Del.) . . a 1% 48 2514 5734 4116 
American Bank Note............... 2814 8 254 11% 30% 18% 
Amer. Brake Shoe & | SER eee 4216 9% 38 19% 38 21 
ee aaa ee 10014 4916 11434 90144 14644 110 
Ss 3 eee 4 6% 337% 12 25%, 10 
a 6144 34 705% 4644 96 66 
American & Foreign Power......... 195% 3% 13°4 3% 914 2 
Amer. International Corp........... 15% 44% a2 434 934 414 
Amer. Power & Light.............. 19% 4 124% 3 94 1% 
Amer. Radiator & S.S.............. 19 45% 1754 10 1834 104 
Amer. Rolling Mill................. 31% 534 2814 1314 25%, 1534 
Amer. Smelting & Refining.......... 531% 1034 514 3014 474% 315¢ 
Amer. Steel Foundries............. 27 456 26'4 10% 193, 12 
Amer. Sugar Refining.............. 74 211% 72 46 7014 61144 
soe SD SS eee 13434 8644 12544 100% 142 987% 
Te is ak 5c 66:5 a. om 9434 50%4 89° 67 101% 7434 
Amer. Water Works & Elec......... 4344 10% 2754 1254 19144 7% 
Amer. Woolen Pid................. 67% 2254 8334 36 5145 3514 
Anaconda Copper Mining........... 22% 5 17%4 10 201% 8 
2S } Se ee ees eae 634 3% 6% 34% 
SS ee eae 3214 1234 3514 2114 28 2134 
cs oa, cial s sie s aoceees 8414 31 5734 16% 3654 16 
Ryn Derg. Del... .... 6. .0cc8ses 1634 64% 10°4 334 4% 234 
B 
Baldwin Loco. Works.. Se iekess GRR 3% 16 41 654 1% 
6 SE ee 5214 3% 4534 25 614% 37% 
Beatrice Creamery................. 27 7 1934 104% 19 141% 
Beech-Nut Packing................ 704 45 165% 8 92 72 
BemGix AVINGON......065.cccsccsceee BAG 6% 237% 934 1944 11% 
gS ee ee ee 33% 9 40 26 50 34 





GENERAL New York Stock Exchan 
7 MILLS, 1c. 


Last 
Sale 
8/21/35 
51% 

26 
163% 
474 
4315 
10% 
4534 
1% 
2% 
1% 


37% 
16% 


123% 
2144 
4% 


15 
1714 


9% 
2214 
9934 


814 
24 


Last 
ale 
8/21/35 
3136 
1 


1814 
485; 


ge | Ps 


Div’d 
$ Per 
Share 


Div’d 
$ Per 
Share 
2 

3 

* 60 


. 


me: Bre: oO 


> wre 


a! 
+.50 
*3 


mention THE MAGAZINE OF WALL STREET } 





Cutler: 


Deere 
Diamo 
Dome 
Dougl: 
Du Po 


Eastm 
Electr 
Elec. | 
Electr: 
Endic¢ 


Fairba 
Firest 
First ! 
Foster 
Fox F; 
Freep 


Gener 
Gener 
Gener 
Genet 
Gener 
Gener 
Gener 
Gene! 
Gillet! 
Glidd 
Gold | 
Good 
Good) 
Great 


Herct 
Herst 
Huds 
Hupp 


Indus 
Inger: 
Intert 
Inter. 
Inter. 
Inter. 
Inter. 


Jewe 
John: 


Kelvi 
Kenn 
Krog 


Laml 
Lehn 
ae 
igg 
Loey 
Loog 
Lori 


A 













2.80 


12.50 


div'd 


=e: tone: 


a 


owr 


“1 
3 











B 


Bel MUNIN. ss i cece ce 
Serer 
Borg EES 5 ors ciao sc ale ad cane a AS 
bea ENE sh Ses ee 
Burroughs Adding Machine........ 
Byers & Co. (A. M.).............. 


Cc 


California Packing................ 
Canada Dry Ginger Ale............ 


se, 
Caterpillar NN CCGG eg halle ore ® 


Celanese Co 


Cerro de Pasco Copper............ 
MEPPRDORNS COED... ccc cccscwcsce 


UG ae 
Coca-Cola Co. 

Colgate- -Palmolive-Peet.. 
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oC ee eee 
Commercial Credit................ 


Comm. Inv. Trust.. 
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Pemminer Corp. “A” oo. 5. secawee 
Continental Can, Inc.............. 
Continental Insurance............. 
SE ee 


Corn Products Refining . 


Crown Cork & Seal................ 
re 


Cutler-Hammer, Inc.. 
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Diamond Match.. 


OS SR eee rere 
Sa eer 
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1933 1934 1935 
High Low High Low High Low 
4914 10% 49% 24% 38% 21% 

ys 914 6834 4414 59% 395, 
37% = «18 284 838619% 265g 21 
Yy 54% 831% 164% 49% 28% 
145, 254 283% 12 453%, 2414 
% 25 3744 26 3646 30% 
20% 6% 19% 10% 183% 18% 
4314 814 32% 1334 205g 11% 
3434 73, 44% 1834 % 30% 
41144 714 2914 124% 165 84 
103% 3044 86% 35 695, 4534 
293 54% 866 38834——s 288 5514 3614 
587% 4% 44% ##+$.17% 35% 19% 
4434 5% 44146 3044 683% 3854 
5216 14% 48% 34 473, 36 
5754 73, 60% 2914 6234 31 
05 7314 1614 953, 23714 161% 
22 34 7 18% 9% 19% 15% 
711, 23% # £°&%97% 58 94 67 
281% 4 1914 654 14 336 
1914 4 404 185, 583% 3914 
le 18 61 353, 872 5614 
5714 9 3634 153, 23% 1754 
2754 7% 3534 22 87% 27 
64% 34 473% 184% 3844 15% 
1534 5 1444 7% 104% 6% 
10144 1} 1334 6% 1354 83% 
783, 3514, 6414 5634 9114 6234 
3614 1045 36144 233% 423%, 287% 
1954 4% 2234 153; 23 151% 
905, 453; 844 55145 7834 62 
65 144 3634 1834 36 2314 
5944 203% 525, 837 474% 40 
1 44% 21% 11 2834 16 
49 53% 84% 10% 39% 2234 
2914 1744 28144 21 4034 2614 
3914 12 4644 32 4316 34% 
184 104% 8=—. 2815 144 31% 17% 
9634 321% 103% 80 114% = 8654 
893, 46 11644 79 152 = 11016 
2714 10 313% «3=15 29 1934 
1534 3% 95% 2% 14 1\% 
54 21 52 34 491, 39 
62% 26 63 45 6534 5234 
11% 214 1834 7 26 17 
3114 9% 25% 13% 184% 18% 
71034 43 6914 53 58% 4534 
23 4144 22 8% 1714 97% 
19 12 17144 814 173, 854 
4934 16% 603% 21% 2815 1714 
4314 1334 4354 30 3254 
207% 10% 143% 614 124 7% 
3014 10144 2514 16% 2016 
397, = 367%, 28 3714 3214 
71 354 644% 61 7015 597% 
3534 0 42 2454 4515 265, 
4914 134, 4534 23144 343; 155 
1934 215 23% 10% 2334 1637 
2014 154 14% 8i4 1914 12 
20 33g 283; 1554 33 2334 
73%; = 12 23 16 18 1434 
2114 3 18 8 11% 87% 
4714 9144 413, 18144 26% 1534 
41% 7 35144 25 323g 265¢ 
6854 15 815g 59 8544 71 
72 854% 7834 4844 8134 73144 
1634 3 2416 6% 123% 614 
734 15% 74 1% 3% 34 
sei 3214 193, 33 2314 
19% 733, 4914 97144 6014 
15314 7534 164 131 1847 149! 4 
40 6% 3734 183%; 33 227; 
46 135g 467% 2314 54 3414 
2314 63, 291, 21 5434 3414 
2134 5% 191% ™% 125g 858 
45 3 5714 33 67 9 
6314 124% 663, 39 6554 3814 
1554 8% 21% 11% 184% 12 
26 734 231% 16 24 1334 
3554 14146 335g 2314 38% 224 
41% 193% 3134 224% 2816 22% 
793, 87146 78 6814 95 67% 
3734 434 437% 2214 384% 2114 
993, 491 1114 744% 122 9334 
3614 8156 37 20% 44% 314% 
4434 194% 4434 3344 25 1814 
2514 1034 92214 1534 14434 124 
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What 12 Stocks 
Do Experts Favor? 


BR mepes the past four weeks the 
stock recommendations of leading 
financial authorities have centered 
about 12 issues. The names of these 
favored stocks and the prices at which 
they are recommended are given in the 
current UNITED OPINION Bulletin. 

Experience has shown that stocks 
recommended by three or more finan- 
cial experts almost invariably show bet- 
ter than average appreciation. 

O introduce to you the UNITED 

OPINION method of stock fore- 
casting—so successful during the past 
16 years—we shall be glad to send you 
without obligation this list of 12 out- 
standing stocks—a list available through 
no other source. 
Send for Bulletin W. S. 21 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 








“STOCKS — BONDS 
COMMODITIES 


Folder — margin requirements, commission 


charges and trading units furnished on request 


Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


60 Beaver St. New York 











POINTS ON TRADING 
and other valuable information for investors 
and traders, in our helpful booklet. Copy 
free on request. Ask for booklet MG6 
Accounts carried on conservative margin. 


(HisHoLm &@ (HAPMAN 


Established 1907 
Members New York Stock Exchange 
New York 


52 Broadway 

















Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


Jol Muir& 6. 


Established 1898 
Members New York Stock anne 
9 Broadway New York 























Over 6000 inquiries a month 
from our readers—is proof 
of the continued proven 
reader interest—that would 
greet your advertisement in 
The Magazine of Wall Street. 


* for advertising rates, cir- 
culation breakdown and 
other information address 
the Business Manager. 
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WHICH STOCKS 
A BUY NOW ? 


—from long-pull view- 
point, what groups best 
for balanced list. 


@ 
WILL INFLATION 
SAP Your BONDS? 


—practical, specific ad- 
vice how to hedge your 
holdings against inflation. 


Write for Free Copies 
of Above Reports 








-Bahson’sReports- 


i 

, Div. 74-77, Babson Park, Mass. 
§ Send free copies of reports mentioned 4 
fi in The Magazine of Wall Street. I 
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Dividends and Interest 














MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
July 29th, 1935 
The Board of Directors today 
declared a quarterly dividend of 
fifteen cents (15c) per share on 
the common stock payable Sep- 
tember 10, 1935 to stockholders 
of record August 20, 1935. 


C. C. Carlton, 


Secretary. 























TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a dividend 
of 50 cents per share on the Company's 3,840,000 
shares of capital stock without nominal or par 
value, payable September 16, 1935, to stockholders 
of record at the close of business on September 3, 


1935. 
H. F. J. KNOBLOCH, Treasurer. 





Read for Guidance 
Thousands of the nation’s business 
leaders read The Magazine of Wall 
Street regularly as a basis to form de- 
cisions for their business. They find the 
analyses of current economic events and 

the charts and indices valuable. 


510 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 
















1933 1934 1935 
M High Low Low High Low 
Mack Truck, Inc................... 463% 18% 22 28, 185% 
(i) SS SS ene 6534 2444 3514 = 3014 
NMED otis ao n\n ois 6.5. 0:00 4654 14 2314 2334 
May Dept NR es Sls 33 934 30 Six 35% 
McIntyre, Porcupine............... 4834 18 3044 455g 3534 
McKees —_-- Seine ebise < sen ee 44% 9 23 904 
Mesta Machine Co................. 21 7 20% 8534 24% 
Monsanto Chemical................ 39 7774 «55 
Montgomery Ward & Co............ 2874 854 20 3634 2134 
N 
re 27 11% 1254 1946 11 
National Biscuit . . 60% g1i6 25% 3314 224 
National Cash Register. 2354 5% 12 1844 18% 
National Dairy —— 2534 10 13 174% 12% 
National Distillers . : 3514 20% 16 2944 23% 
National Lead Co...... 4314 135 185 145 
National Power & Light 6% 6% 143 4% 
National Steel. . 15 3414 6744 40% 
N. Y. Air Brake. 6% 11% 284 18% 
Noranda Mines... 17% 3014 43 3034 
North American C 12}, 104% 2444 9 
Oo 
IES sos crg bocce sae 2514 10% 12} 22 11% 
Owens MPGess.. .. 2. 6... cecncese 9634 3144 60 104 80 
P 
Pacific Gas & aaa eee bacon sie! 31% 15 12% 2834 13% 
eg OO ae 433, 22 2034 4445 19 
Packard Motor Ce eee 6% 134 234 5% 3% 
Paramount Publix................. 214 ¥% 134 556 24% 
SA Os, eS Sere en 56 1914 6144 80%, 5714 
NEE yok cs so ss suse ieee 6034 2514 4454 81 6445 
Phelps Dodge Corp................ 18% 4% 134% 2144 1234 
Phillips Petroleum................. 1834 434 1336 265, 1334 
Pillsbury Flour Mills............... 2214 914 1814 3534 31 
Procter & Gamble................. 474 1954 331% 5334 42% 
Public Service of N. J.............. 57% 3254 25 45 2034 
ESS Perera 5814 18 3514 527, 34 
R 
Radio Corp. of America............. 1214 3 4% 134 4 
Radio-Keith-Orpheum.............. 534 1 1% 3 14% 
Raybestos-Manhattan.............. 2054 5 14% 21 16% 
Remington Rand..... eh se pac cans) 216 6 114% 7 
Republic Steel sie woein oe ee 4 1044 19) >. 
Reynolds (R. J.) Tob. Cl. B......... 54144 2614 3934 55 434 
Ss 
Safeway Stores.................... 62% 28 3814 46 3634 
Schenley Distillers................. 47 22 17% 3434 22 
Sears, Roebuck & Co............... 47 12% 31 69% 381 
STU Rr ve oe 1% 1% 434 113% 1% 
Ce Ys ee en 1314 534 634 9% 1% 
SIT NIMADE TON 5. ooo oc ccc cwcecus 115% 4 6 114 5% 
Socony-Vacuum Corp............... 6 12% 15%, 11 
SS INR ns 5:55 a 009 49.010 9'64\00 28 14% 10% 207% 1054 
Spiegel May Stern Co.............. 2114 1 64 79} 43% 
a eee 3754 1334 17% 19% 13% 
Standard Oil of Calif............... 45 1914 2614 38% 2734 
Standard Oil of Ind................ Te eae 2344 28 23 
Standard Oil of N. J. .............. 4714 2234 3914 5044 3534 
Sterling Pro@acts..............2. 63 4534 474 67%, = 5834 
Stewart-Warner................... 11% 2% 4% 13844 6% 
Biome & Webster... .........05000. 1914 514 3% 1034 2 
PE. ca uisas ses cance esses 35 5114 75146 6014 
tT 
eee eer 30% 1034 195% 2334 16% 
Texas Gulf OS ne 4514 1544 30 36%, 2834 
Tide Water Assoc. Oil.............. 11% 3% 8 12, 7% 
Timken Roller Bearing............. 3516 1334 24 51%, 2834 
Tri-Continental Corp............... 834 234 3 6% 1% 
U 
Underwood-. ag gan mea pen ekne no 3914 914 36 6936 5334 
Union Carbide & Carbon. seses Mae 1934 35% 65% 44 
CONSOLE 2" Serer 2334 84 11% 20'% 1434 
Er eee Sas eka 8% 18% 9% 
United Carbon.. Meio cane cays Ge 104% 35 6314 46 
ES ae re cree 1414 4 2% 65% 144 
United Corp. Pfd. 407% 22% 21144 4415 20°4 
United Fruit...... 68 2314 59 9234 6714 
EE err er 25 13% 11% 184 944 
ere 5314 34144 65 4014 
U. S. Industrial Alcohol . ioc 131% 32 46% 35% 
JR YS 1 Ser eee ee 2214 6% 15% 22 1434 
OR SS eee eee 25 2% 11 1714 9% 
U. S. Smelting, Ref. & Mining....... 10554 13% 9654 124144 95 
Ge aE IID iig's o\n 'o'vivincs's 3 00s 5.9 6716 2334 2934 4514 2714 
RS | | ee ree 10514 53 67144 112% «7354 
acre 3614 1% 14 2134 114 
Ww 
Warner Brothers ee. Lak 9% 1 234 634 24% 
Western Union Tel. erarme.  (. ' 174 2944 51% 2054 
Westinghouse Air CEG oe Napa’ 3554 1134 157% 281, 18 
Westinghouse Elec. & Mfg.. ae a wos 5834 1934 ¥; 27% 6714 325, 
Woolworth Co. (F. W.)............. 50% 253; 414% 6514 51 
Worthington Pump & Mach.. 39% 8 13% 21% «11% 


* Including extras. f Paid this year. 
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Answers to Inquiries 
(Continued from page 506) 
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in foreign exchange and the gradual 
ypturn in general business conditions 
are all sufficiently optimistic factors to 
warrant retention of your holdings. 


AMERICAN SUGAR REFINING 
Co. 


I understand the profit outlook for 
American Sugar Refining is rather re- 
stricted. I would like to have your com- 
ments on this, and your opinion on the 
desirability of holding 100 shares bought at 
52 as an investment.—E. D. K., Evanston, 


Ill. 


While it is true that the common 
stock of American Sugar Refining Co. 
appears rather liberally priced in rela- 
tion to last year’s earnings, nevertheless 
in our opinion future possibilities are 
not completely discounted. Under the 
circumstances we suggest continued 
retention of your shares despite the 
profit which you currently have in 
them. Because of keen competition and 
conditions in the industry such as in- 
creases in labor and raw material costs, 
last year the company experienced a 
set-back in earnings. The final net in- 
come for the year was $4,752,253, 
equivalent after preferred dividend re- 
quirements to $3.84 a share for the 
common stock, compared with $4.03 a 
share in 1933. Liquid finances are in 
excellent condition; as of December 31 
last, current assets of $33,769,369, in- 
cluding cash alone of $10,181,769, 
compared with current liabilities of 
only $8,031,717. Further, the outlook 
trom this point on seems to be more 
promising for three special reasons. In 
the first place the drought greatly re- 
duced the carry-over of beet sugar sup- 
plies from 1934 and this factor, coupled 
with the uncertainty as to the size of 
the new crop, tended to augment the 
demand for cane. Then too, the in- 
dustry as a whole showed evidence of 
better co-operation in marketing prac- 
tices; prices of both refined and raw 
sugar having been raised moderately 
in the first quarter of the year. In 
the third place the company’s Cuban 
subsidiaries are likely to benefit more 
fully this year from the new low United 
States import duty on Cuban raws. 
Currently sugar consumption appears 
to be on the up grade, and this com- 
pany is likely to benefit further from 
the Jones-Costigan Act which limits 
the supply of raw sugar entering the 
domestic markets, and at the same time, 
restricts the importation of sugar re- 
fined in our Insular possessions and 
Cuba. It can readily be seen therefore 
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Gulf Building 
PITTSBURGH 





Standard Gas and Electric 
Company 


Prospectus of Standard Gas & Electric Company 
relating to a Plan and Extension and Deposit 
Agreement covering the extension of its 6% Gold 
Notes due October 1, 1935 furnished on request. 


EMANUEL & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 


32 Broadway, New York 


Telephone: Digby 4-0660 





The Waldorf-Astoria 
NEW YORK 






































Standard Gas and Electric Company 


serves 1,659 cities and towns of twenty states . . . combined 
population 6,000,000...total customers 1,644,345...installed 
generating capacity 1,582,479 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 



























that inasmuch as this company is a 
leading factor in the domestic sugar re- 
fining market, it can benefit very mate- 
rially from any sustained improvement 
in fundamental trade conditions. 


P. LORILLARD CoO. 


P. Lorillard looks attractive to me as an 
investment, particularly if further extra 
dividends are a possibility. Before acting, 
I would like to have any information on 
this company you might care to give me, 
especially regarding future earnings.—D. 
B., San Diego, Calif. 

We are inclined to agree with you 
that the shares of P. Lorillard Co. do 
look worth while for long pull holding 
—both from the standpoint of appre- 
ciation as well as from the standpoint 
cf increased dividends as earnings con- 
tinue to rise. As a matter of fact the 
management of the company has always 
been very willing to share earnings with 
its stockholders. Although interim 
earnings are not reported, last year the 
net income amounted to $2,833,318, 
equivalent after preferred dividends to 
$1.15 a share, as against 89 cents a 
common share in 1933, $2.02 in 1932, 


$2.12 in 1931 and $1.48 in 1930. The 
stock has been on a $1.20 annual divi- 
dend basis since 1931 but early this 
year this payment was supplemented by 
an extra of $1 a share. At the time 
the statement was made that this action 
was motivated not entirely by earnings, 
but by a desire on the part of the direc- 
tors to distribute to shareholders some 
of the company’s excess cash reserves, 
which because of the extreme ease in 
money rates were bringing in practi- 
cally little or no return. Contrary to a 
popular opinion, Lorillard does not de- 
pend for its income chiefly on its popu- 
lar priced cigarette, namely the Old 
Gold brand, but derives by far the 
greatest proportion of its revenues from 
smoking tobacco, scrap tobacco, little 
cigars and Turkish cigarettes. Its finan- 
cial condition as of December 31, 1934, 
was exceptionally strong with total cur- 
rent assets of $55,876,612 including 
cash and equivalent of $20,568,795, 
comparing with current liabilities of 
only $4,487,031. Of course further 
extra dividends will very likely depend 
upon the earnings course and upon the 
management’s appraisal of the com- 
pany’s capital requirements. At the 
present time however little question 
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exists as to continuance of the present 
$1.20 annual dividend and although 
increased expenses doubtless will re- 
strict medium term earnings, increased 
consumption over the long pull should 
enable this company, which is smaller 
than many of its competitors, to render 
a favorable account of itself and to 
participate in further gains in the in- 
dustry. 


CHASE NATIONAL BANK 


Chase National Bank is selling up near 
where I bought 100 shares last year. I am 
undecided on holding or selling; and would, 
therefore, be pleased to know your views 
on its present position, earnings prospects, 
end investment outlook.—T. F., Louisville, 
Ky. 

Continuing the trend in evidence 
during 1934, deposits of Chase Na- 
tional Bank during the initial half of 
the current year showed another gain. 
The total on June 29 was $1,735,105,- 
987, or an improvement of roughly 
$100,000,000 from the figure reported 
on March 4. Loans and discounts dur- 
ing the period registered a small in- 
crease and continuance of this trend 
should be witnessed as general business 
conditions improve further. Admit- 
tedly, earnings improvement may be 
gradual in view of the likelihood that 
low money rates will continue for an 
extended period, but even so earnings 
of Chase likely will exceed $2 a share 
this year, or well in excess of the pres- 
ent $1.40 annual rate. While the re- 
cent market improvement in the price 
of the stock has discounted to a certain 
extent the likelihood that dividends will 
be continued at the present rate, it 
should not be overlooked that the shares 
are still reasonably priced in relation 
to present and potential medium term 
earnings. According to the latest state- 
ment, book value per-share of common 
stock amounted to $23.12, although this 
figure is not believed to give a true pic- 
ture of the ultimate worth of many of 
the bank’s investments. As you may 
know, the book value of many of its 
holdings has been written down to de- 
pression low levels, appreciation from 
which is believed a logical expectation 
over a reasonable period. Under the 
circumstances, and assuming that you 
are willing to maintain your position 
in the stock with a view to probable in- 
creased earnings as business recovery is 
extended, maintenance of your long 
position in the shares should prove to 
your advantage, despite the apprecia- 
tion registered during recent months. 


U. S. INDUSTRIAL ALCOHOL Co. 


I note the earnings of U. S. Industrial 
Alcohol for the first six months of this 
year equalled but 70 cents a share as com- 


pared with 90 cents a year ago. To what 
do you attribute this poor showing? Are 
you advising subscribers to continue hold- 
ing?—V. C., Buffalo, N. Y. 

U. S. Industrial Alcohol is the lead- 
ing producer of alcohol for industrial 
purposes, its output accounting for 
approximately 35% of the entire 
domestic production. In addition, the 
company manufactures a variety of 
chemical products, including ether, sol- 
vents, nitro-cellulose solutions and or- 
ganic chemicals. A 50% interest was 
previously held in Penn Maryland Inc., 
although this was sold to National Dis- 
tillers Products Corp. on March 16, 
1934, in exchange for 138,000 shares of 
the latter company’s stock. This trans- 
action resulted in a declared profit of 
$605,103. Excluding that figure, per 
share earnings for the first half of last 
year exceeded by 20 cents a share the 
70 cents a share shown for the compar- 
able period of the current year. The 
company has been carrying on a pro- 
gram of plant modernization and ex- 
tension which naturally has temporarily 
resulted in increased costs. With com- 
pletion of the program scheduled this 
year, however, sizable savings as a 
result of the improvements in manu- 
facturing facilities should find reflection 
in future earnings. Financially the 
company is in good shape, current as- 
sets as of December 31, last, including 
$1,694,654 cash, having amounted to 
$13,090,972, while current liabilities 
were $1,831,177. Capitalization, more- 
over, is conservative, there being no 
funded debt or preferred stock preced- 
ing the 391,033 shares of common 
stock. Although current earnings are 
somewhat below dividend requirements, 
no change in the present $2 annual 
rate is indicated. In our opinion, the 
stock offers attraction for continued 
retention in your portfolio for income 
and longer term appreciation. 


CONSOLIDATED OIL CORP. 


On my inexpert analysis, Consolidated 
Oil appears not to have yet fully shared in 
the recent improvement in the oil group. 
I am thinking of buying 100 shares, and 
will appreciate any advice you can give me. 
—J. F., Hollywood, Calif. 

As now constituted, the Consolidated 
Oil Corp. is one of the largest produc- 
ers of crude oil and distributors of the 
refined product in the country. Hence, 
we are inclined to agree with you that 
the company is well situated to benefit 
from the improvement currently in evi- 
dence in the industry. According to 
the Bureau of Mines, crude oil in stor- 
age at the end of June was the lowest 
since 1927. Concurrent with the de- 
cline which has been taking place in 
stocks of crude, there has been an in- 
crease in consumption of gasoline and 
a tendency toward smaller refined 


stocks. These developments are natur. 
ally most encouraging, although it ye 
remains to be seen whether the indus 
try will be able to satisfactorily contro] 
the price structure as the seasonal slack. 
ening in demand occurs this fall. How. 
ever, the tide apparently is running in 
the right direction much more pog- 
tively than it has for some years past, 
Although Consolidated Oil has not re. 
ported since 1934 when net income of 
$553,282, equivalent to $5.43 a share 
on the 8% preferred stock, compared 
with $133,580, or $1.28 a preferred in 
the previous year, indications are that 
a considerable improvement will be 
shown in the report for the current 
year. In addition to the earnings im- 
provement indicated by a better price 
structure and increased demand, the 
company has further enhanced its 
potential earnings through the retire- 
ment of high interest bearing bonds, 
With the industry and the various state 
regulatory bodies apparently well 
aware of the necessity to work in har- 
mony if the gains made thus far by the 
industry are to be maintained, we feel 
that you may well take advantage of 
favorable market opportunities to 
acquire the common stock of Consoli- 
dated Oil, with reasonable assurance 
that the shares will reflect any further 
gains registered by the industry, as a 
whole. 


NATIONAL BISCUIT CO. 


I am indeed grateful that you advised 
me to hold National Biscuit at 24, when | 
Lecame a reader of your publication. In 
line with its considerable market improve- 
ment since then, as contrasted with the 
slight earnings upturn, do you suggest that 
I continue to hold?—L. J. H., New York, 
NY. 


National Biscuit Co. as you know is 
the leading organization in the baking 
field and the world’s largest biscuit 
manufacturer which has grown through 
consistent expansion of output and 
marketing without acquiring additional 
corporate units. For the six months 
ended June 30 last, the net income of 
this campany amounted to 53 cents a 
share on the common stock as against 
86 cents a share for the same period of 
the previous year. This earnings re- 
cession was very largely due to its 
operating costs together with processing 
taxes, although for the second quarter 
earnings showed a slight improvement. 
31 cents of the 53 was earned then, 
whereas for the second quarter of 1934 
only 22 cents was reported. The cap- 
able management has maintained an 
excellent financial position and as of 
the year-end total current assets 
amounted to $35,856,397 whereas cur’ 
rent liabilities were only $7,011,144. 
Over the last several years the company 
has carried its expansion program into 
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Canada and the Pacific Coast area, 
id greatly strengthened its position 
i, the Southern and Middle Western 
gates. While the common stock was 
increased by the two and one-half for 
me split in 1930, nevertheless the 
paturity of a small subsidiary bond is- 
we three years later completely elimi- 
gated all the funded debt, and in our 
wpinion as consumer purchasing power 
inreases earnings of this company 
gould do better. Then too, raw mate- 
fal costs mounted by about $6,000,000 
st year over 1933, and of this amount 
shout $4,000,000 went into processing 
axes. Thus it can be seen that with 
the elimination of these taxes, subse- 
ently, reported earnings should show 
up much better and perhaps enable the 
sompany to get back on its old dividend 
tasis. Thus in our opinion if you are 
able to continue to hold your shares, we 
fel that for the longer pull it will prove 
worth your while. 


CONSOLIDATED GAS CO. 
OF NEW YORK 

In line with recent improvement in Con- 
slidated Gas, do you now consider the 
lmger range favorable? Do you believe tt 
cam again attain its former investment 
satus? Would you continue to hold 200 
shares averaging 4134. — J. D., Des 
Moines, Iowa. 

Improved market sentiment toward 
the utility stocks has recently reflected 
a lessening of the imminence of drastic 
legislative measures, while Consolidated 
Gas of New York reported for the 
quarter ended June 30, 1935, the first 
upturn in net income and the first in- 
terruption in the long downward course 
of earnings. The net profit of $8,186,- 
873 for the second quarter of 1935 was 
equivalent to 48 cents a share, com- 
pared with $7,480,014 or 41 cents a 
share for the corresponding 1934 per- 
ied. However, optimistic feeling 
toward the company must be tempered 
by the knowledge that further reduc- 
tions in rates for gas and electric service 
will have to be made up by further 
cperating economies before steady im- 
provement can be expected. In that 
connection, the consolidation of two of 
the more important operating subsidiar- 
ies, New York Edison and United Elec- 
tric Light & Power, should help mate- 
tially toward reduction of expenses. 
Although taxes continue high, with 
little prospect of relief, the management 
is hopeful that the lower rates will 
stimulate increased consumption, with 


) a favorable effect upon earnings. The 
definite abandonment of plans for the 


Federal Government to erect its own 
power plant in New York to serve the 


-many Federal departments and activi- 
‘ties in the city, removes that threat of 


Government competition, although 
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here is still talk of a city owned power 














NOTICE {S HEREBY GIVEN 
pursuant to the provisions ot Article 
IV of the First Mortgage and Deed 
of Trust dated January 1, 1923 from 
Armour and Company of Delaware 
to Continental and Commercial Trust 
and Savings Bank, The Chase Na- 
tional Bank of the City of New 
York and William P. Kopf, Trus- 
tees, that Armour and Company ol 
Delaware has elected to redeem and 
pay, on September 7, 1935 all ot 
the outstanding First Mortgage 
Twenty-Year 5%% Guaranteed Gold 
Bonds, Series A, issued under and 
secured by the said First Mortgage 
and Deed of Trust. The holders of 
said Series A bonds of Armour and 
Company of Delaware so called for 
redemption are hereby notified that 
there will become and be due and 
payable on September 7, 1935 upon 
each of the bonds so to be redeemed, 
at the office of Continental Illinois 
National Bank and Trust Company 
of Chicago (successor to Continenta! 
and Commercial Trust and Savings 
Bank), 231 South La Salle Street. 
Chicago, Illinois. or, at the option 








Notice of Redemption 
To the Holders of 


ARMOUR AND COMPANY OF DELAWARE 


First Mortgage Twenty-Year 5!1,% Guaranteed Gold Bonds, 
Series A, Dated January 1, 1923 and Due January 1, 1943: 


The above mentioned ponds will pe accepted and paid upon presenta- 
tion and surrender thereof at the places of payment specified above at any 
time prior to September 7, 1935, at 105% of the principal amount thereot, 
with interest upon such principal amount accrued to the date upon which 
the bonds are received for such payment. 


vt the nuider vi any sucn pond, al 
the principal office of The Chase 
National Bank of the City of New 
York, Corporate Trust Department, 
11 Broad Street, in the Borough of 
Manhattan. City and State of New 
York, the principal amount thereof 
together with a premium of 5% of 
3uch principal! amount and the in- 
terest accrued on such _ principal 
amount to September 7, 1935 
Coupon bonds should be accompa- 
nied with coupons maturing after 
July 1, 1935, and registered bonds 
should be accompanied by duly 
2xecuted assignments or transfer 
powers. 

Interest on said Series A bdonds 
will cease to accrue from and after 
September 7, 1935. 


ARMOUR AND COMPANY 


OF DELAWARE 
By 
PHILIP L. REED, Treasurer. 


Dated at Chicago, Illinois, 
July 9, 1935 























project to be financed at least in part 
by Federal funds. Action on this is 
likely to be deferred until after the 
November elections and it also may be 
finally abandoned. In view of the re- 
cent upturn in earnings, the increase of 
power consumption by about 5% in 
recent weeks, and the sound financial 
position retained by Consolidated Gas, 
the longer term outlook appears sufh- 
ciently favorable to warrant you in 
holding your stock. 








How Margin Requirements 
Affect Your Stocks 


(Continued from page 488) 








of the security during the preceding 
thirty-six calendar months, but not 
more than 75 per centum of the cur- 
rent market price.” 

Each stock has an “official low 
price,” being the lowest price at which 
it has sold on any registered exchange 
since July 1, 1933, and this amount, 
providing it does not exceed 75 per 
cent of the current price, may be loaned 
on the collateral. In practice, there is 
no change in the loan value until the 
market price advances to where the 
“low price” is less than 55 per cent of 
current prices. Consequently, as long 
as a stock price is moving in this zone 
of unchanging loan value, no advantage 
can be taken by the holder to pyramid 
his paper profits. For instance, $12 


may be the maximum permissible loan 
on a stock bought at a price of 16 and 
no more may be loaned on this col- 
lateral until the market price exceeds 
2134, 55 per cent of which price is 
$12, the original loan. Every stock 
has this price zone within which there 
is no change in the amount permitted 
to be loaned. This price zone is what 
is called the anti-pyramid zone because 
even though the price advances, the 
speculator may not take advantage of 
his additional equity except by sell- 
ing out and buying some other stock, 
or adding more cash. 

As long as a stock price is in this 
anti-pyramid zone, market activity de- 
pends somewhat upon the attraction of 
new buyers,—the present owners are 
unable to take advantage of the price 
advance to pryamid their profits. Even 
after a stock does increase in price, 
until it begins to have a higher loan 
value, the owner’s ability to pyramid 
his profits is limited. Let us take the 
case of the person who bought New 
York Central for 1614,—it is now 
224%. At the time of purchase his 
loan card would read: 


100 CN @ 16-14—Market Value....... $1650 

ROME DOMNNOO 6 oirar x 6:50 de ein 460-6 esos - 1100 
(Must not exceed loan value) 

RNS «5 occ o Sei 30/8 wishes ere.o-atece/al nels bee e $ 550 
(Stock Exchange 1/3 rule) 

SORE WRU oe sa wie'e hice oes. s Sielcawe wees $1225 


(Based on ‘‘low price’’) 


The debit balance may not exceed the 
loan value nor will the Stock Exchange 
permit its members to exceed its own 
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New York Curb Exchange 











ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 
Recent 
Name and Dividend Low Price 
Alum. Co. of Amer......... 32 59 
Amer. Cyanamid B (.40).... $33; 15 2334 
Amer. Gas & Elec. (*1. weed . 89% 165g 365% 
Amer. Lt. & Tr. (1.20) . 16% 7% 1434 
Amer. Superpower......... 34% ly 234 
Assoc. Gas Elec. “A Shes a's 2% 4% 134 
Atlas Corp. (¢.30).......... 13%4 71% 1354 
Cities Service. . iv a 2% 34 25% 
Cities Service Pfd.. 754 6% 244% 
Cleveland Elec. lum. ( 2). 4746 28% 45 
Colum. G. & E. cv. Pfd. (5). 88 32 8216 
Commonwealth Edison (4).. 86 4744 83% 
Consol. Gas Balt. (3.60)..... 8934 525, 8134 
434 % 4 





Cord Corp (1.28)...... 


Creole Petroleum.......... 
Distillers Cp. _s- feabisuwe 


Elec. Bond & Share........ 2034 3% 17% 
Elec. Bond & Share Pfd. whats 78 874% 76% 
Elec. Pr. Assoc. A 6% 2 5% 
Sa 114% 5% 6 

Ford Mot. pr Can. “A” (14%). 32% 233%, 27% 





1935 
Price Range 
- ———~ Recent 
Name and Dividend ae Low Price 
Ford Motor, Ltd. (.10).. 1% 84 
Glen Alden Coal (*1) .. 135g 20% 
Great A. 4 Tea N.-V. (7).. 121 135 
Gulf Oil of Pa............. 143% 50144 +63 
Hudson id PM. & S. (7.50). 164 11% 15% 
Humble Oil (1)............ 64 44 5714 
Imperial Oil (*50) .. .... 284% 18% 20% 
Lake Shore Mines (*2). ere 58 4744 41% 
National Sugar Ref. (2) .. 35 2534 27% 
Niagara Hudson Pwr....... 834 214 1% 
Novadel-Agene (2)......... 27144 183; 26 
Pan-Amer. Airways (1)..... 44144 36 394 
Pepperel Mfg.. ....... 8934 5234 6134 
Pitts. Pl. Glass (*2)........ 8134 4634 79 
Sherwin-Williams @ reehaee 106% 84 05 
Swift Int’l (2) . tsines ak ae 31% 
United Founders... 5 1% \% 1 
United Lt. & Pwr. A. re | 5% 3% 
United Shoe Mach. (5)..... 85 70 8234 
Walker Hiram H. W....... $254 2314 237% 


*Includes extras. { Paid this year. 











33. 1/3 per cent margin requirements. 
At this writing this card would read: 


ow 8) a ree ee ee $2250 
PD hon asc gare koe ke > nse e 1100 
BS Wot ord sp one Nose iw e%e ss o's OR $1150 
4 ee ert $1239 


leaving a loan value of $138 in ex- 
cess of requirements or sufficient to 
permit the purchase of 13 more shares 
as follows: 





be, . To) AS ae $2543 
eh cn hE ee ee 1393 
SI Rei oe Kath Cees ikke k seee $1150 
ROME WHIMS AGGGW) occ cccciccandiseed $1398 


Under the old practice, the entire in- 
crease in the customer’s equity could 
have been pyramided by purchasing 
nearly 50 additional shares. 

There are several distinct influences 
at work on the market price of indi- 
vidual stocks, mainly traceable to the 
loan requirements under S E C. As 
suggested above, price movements may 
be classified and divided into: 


(1) the move below the anti- 
pyramid zone, when the loan value 
increases; 

(2) the move through the anti- 


pyramid zone without any increase (or 
decrease) of the loan value, and 

(3) the subsequent rise when pyra- 
miding takes place on a limited scale. 

There has been some evidence that, 
in a rising market such as we have 
been having since March, there is a 
tendency for the price move to be ac- 
celerated as the top of the anti-pyra- 
mid zone is approached, a sort of dis- 
counting the margin possibilities above 
that price range. This was well illus- 
trated by the action of General Motors 
common stock, which rose very rapidly 
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as it approached its pyramiding range 
(just above 40) and, under the influence 
of favorable news, continued to ad- 
vance into new high ground. 

Once a stock has moved into its pyra- 
mided zone, it is likely to remain above 
or near that price range until a com- 
plete reversal of the market occurs. As 
long as the loan value remains the 
same, all that the speculator needs to 
hold his position is to refrain from any 
trading that would increase his debit 
balance, in other words, his loan re- 
quirements. Until the price falls to 
less than one-and-one-third the mini- 
mum loan value (or the official “low” 
exceeds 75 per cent of the market 
value) he should let his broker worry. 








What’s Ahead for the 
Market? 


(Continued from page 476) 








stocks, chemicals, foods, can makers, 
oils and equipments have experienced 
very little change in market position in 
the past week or two. 

The spot commodity indexes are at 
new highs for the year, while most 
futures, though well under the year’s 
best levels, have been in an upward 
trend over the past week. With Ster- 
ling at the abnormally high rate of 
$4.98, it need hardly be said that for 
the present there is no pressure from 
this source on our basic commodities. 
On the contrary such commodity un- 
certainties as confront the markets ap- 
pear to be wholly domestic, notably 
determination of the forthcoming Fed- 


eral cotton loan—announcement of 
which is awaited as this is writtep— 
and longer doubts as to the fate of the 
processing taxes and the AAA when 
the Supreme Court gets around t 
them. 

The adjournment of Congress, ex. 
pected momentarily, may or may not 
give the stock market a speculative 
fillip. As to the effect upon business 
certainly it will not be harmful and may 
be beneficial. True, business men for 
some time have been paying steadily 
decreasing attention to the doings at 
Washington. Nevertheless, the boon 
of having to pay no attention whatever 
to Congress for several months and 
probably not a great deal to Mr. Roose. 
velt will be most welcome to all. We 
have had a surfeit of “emergency” and 
frantic “emergency”’ politics. 








Down in Tennessee 
(Continued from page 483) 





The interest on 82 million dollars is 
quite an item and interest must be 
included before the actual cost of any 
commodity can be honestly stated by 
the manufacturer or distributor. By 
washing out the 82 million dollars, re- 
gardless of the fact that it will always 
be a burden to the taxpayer, the direc: 
tors of the T V A are just so much 
to the good when they are called upon 
to prove that they can do a better job 
than a private corporation. It adds 
greatly to the elasticity of this rubber 
yard stick which is the product of the 
New Deal laboratories. 

While we are discussing the capital 
items in T V A bookkeeping it is in 
teresting to turn to the items known as 
“Reserves for Depreciation.” The 
Comptroller General tells us that in 
spite of the overly depreciated figure 
at which the Muscle Shoals property 
was taken up on the books of the 
T V A it is not using the valuation 
basis for depreciation. Instead the 
Authority is basing depreciation on 
earnings from the sale of power by 
charging 10 per cent of the gross reve’ 
nue to operations as depreciation. By 
doing this they have only accumulated 
a reserve of $82,618.74 as of June 30, 
1934. This does not set well with the 
Comptroller General. To him it “ap 
pears to be entirely inadequate.” In 
his opinion on “a very conservative 
rate of value, for example 2 per cent, 
the amount of depreciation, based upon 
the value at which the properties 


quoted were capitalized by the Author f 


ity, would be approximately one mil: 
lion dollars per annum.” He also 
tells us that if the present plan of 


amortization is followed and if proper} 
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gerves are to be accumulated, “The 

revenues would have to be more 
than ten times the present amount or 
pout 10 million dollars per annum,” 
» which he adds in a naive manner: 
‘There is very little basis for assuin- 
ig that revenue will ever reach such a 
fgure.”” 
In the meantime the whole question 
{the Constitutionality of the Tennes- 
g Valley Authority is pursuing 1ts 
scky road to the Supreme Court of 
the United States. Judge Grubb, down 
in Alabama, decided against the Gov- 
emment. The Circuit Court of Ap- 
gals, sitting in New Orleans, reversed 
his decision. This will undoubtedly 
appealed in turn and the controversy 
hid down in the laps of the nine vener- 
ble gentlemen sitting in Washington 
the Administration to throw it in the 
ystem of checks and balances which 
igs enabled us to retain a democratic 
form of government up until the pres- 
et time in spite of the efforts made by 
the Administration to throw it in the 
White House ash-can. 








Happening in Washington 
(Continued from page 481) 








is now plunging boldly into nation- 
wide operations in Federal Housing Ad- 
ministration insured mortgages. In 
these days of cheap and cheaper money 
j per cent mortgages virtually guar- 
anteed by the Federal Government are 
becoming irresistible to income seekers. 
The brokerage of mortgages may be 
fatter than the brokerage of securities. 
Plan is fully organized on paper and is 
rapidly assuming factual form. Manu- 
facturers of building material and 
equipment, their retail representatives, 
local banks and brokers, the big New 
York banks, the FH A and the other 
oficial agencies are all in cahoots in this 
culminating drive to make residence 
building irresistibly attractive, just as 
the landscape is speckled with ritzy 
new creations in houses of exotic mate- 
tials and bizarre fabrication. One co- 
operating material manufacturer al- 
ready sees $40,000,000 of mortgages 
yearly arising from his distribution. 
The long delayed FHA mortgage as- 
sociations (for rediscounts) are now to 
materialize. Such a large demand for 
outlets for mortgages is envisaged that 
the new mortgage venturers dare not 
take the risk of being short of cash at 
the gun. Meantime Peter Grimm, a 
new “force” in the Treasury Depart- 
ment is trying to make sense out of the 
maze of government loan methods and 
practices relating to housing finance un- 
dr FHA, HOLC, FCA, RFC 
and what not. 
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Steady advance of wholesale 
prices is causing jubilation in the ranks 
of New Deal economists. They insist 
that the various monetary and credit 
policies of the Government have 
“taken” at last, and that the general 
price level will continue to rise—and 
with increasing velocity. “Cheap 
money makes dear prices.” But in 
pork prices the public is getting an ad- 
vance lesson in the meaning of infla- 
tion. The public as yet hasn’t much 
of this cheap money but the price of 
pork has become prohibitive. Not that 
pork prices represent money plethora, 
but they do demonstrate that govern- 
ment policies which make for high 
prices are not always what they are 
cracked up to be by the policy makers. 

It is quite possible that the big 
problem of the economic planners 
will soon become that of putting 
prices down instead of putting them 
up. Remember that in 1929 the 
New York Federal Reserve Bank 
fifteen times implored the Federal 
Reserve Board to put on the brakes 
—and when the Board did they 
slipped and the boom skidded into 


collabse. 








Recovery Without 
Interference 


(Continued from page 479) 








Supreme Court disposition of the pro- 
cessing taxes of A A A has disturbed 
the cotton textile industry. 

Otherwise, only three or four more 
or less disquieting thoughts occur to us. 
First, trafic on the railroads remains 
surprisingly low, in view of the marked 
gains in general business, and this is 
important since it tends to limit the 
ability or willingness of the roads to 
purchase needed capital equipment. 










Second, business knows a day of reck- 
oning is on its way in the matter of 
taxation to pay for the unprecedented 
Federal spending of recent years. 
Third, political uncertainties centering 
on the 1936 Presidential election and 
the major issues to be fought out there- 
in will have to be taken into account 
before many more months have passed. 
Fourth—and possibly the most disturb- 
ing of all in its social and ultimate tax 
implications—the very hopeful gains in 
industrial production and commercial 
activity have utterly failed to find pro- 
portionate reflection in employment. 
Whatever the reasons, employment to- 
day is lower than it was a year ago; 
and for an indefinite time the working 
population will have to carry on its 
shoulders a good many millions less 
fortunate. 








What the New Banking Act 
Means 


(Continued from page 485) 











for loans from the Reserve Banks are 
inflationary in their potentialities, espe- 
cially the latter. The safeguard thrown 
around real estate loans, however, are 
considerable, since there would seem to 
be nothing particularly dangerous in 
loans up to 60 per cent of appraised 
values, with the total of such loans for 
any bank restricted to 60 per cent of 
capital funds or 60 per cent of time and 
savings deposits. 

One of the most interesting provi- 
sions of the law will open the work of 
the Reserve Board and the individual 
governors to public inspection at least 
once a year. A complete record must 
be kept of the action taken by the 
board and the open market committee 
upon all questions of policy relating to 
open market operations, including a 
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N. Y. Times 
N. Y. Times —Dow, Jones Avgs.. — 50 Stocks —~ 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, August 12......... 82.31 128.00 36.00 103.58 102.29 2,426,310 
Tuesday, August 13......... 82.47 128.09 36.39 103.67 102.27 2,364,640 
Wednesday, August 14...... 82.41 128.27 36.49 103.68 102.54 1,949,300 
Thursday, August 15........ 82.21 127.47 35.96 103.12 102.07 1,582,170 
Friday, August 16........... 82.22 127.63 36.87 103.45 101.65 1,712,020 
Saturday, August 17......... 82.36 127.96 36.98 103.76 103.23 1,076,230 
Monday, August 19......... 82.28 126.33 35.51 103.60 101.55 2,068,850 
Tuesday, August 20......... 82.15 126.31 35.56 102.40 100.58 1,975,070 
Wednesday, August 21...... 82.26 127.66 35.86 103.22 102.02 1,753,710 
Thursday, August 22........ 82.30 128.52 35.80 103.92 102.39 1,667,660 
Friday, August 23........... 82.23 128.93 36.08 104.24 102.75 1,890,250 
Saturday, August 24........ 82.08 127.93 35.30 103.52 102.42 1,124,960 
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_ Bank, Insurance and 
Investment Trust Stocks 

















ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 
Bankers (8) . 0 72 
Bank of Manhattan (114). 
Bank of N. Y. & Trust (14) 
Central — (6) . - 
Chase 


) 
Corn Exchange (3). 
Empire ( 
First National (100)............ 
Guaranty (12) 
a eo 8) Seer 
Manufacturers (1) 


CY eres 
Aetna Life (60) 

Carolina (*1.20) 
pees ne 1A)... ... 0 22000 20 
Globe & Rutgers......... 

Great American (1) 

Hanover F. (1.60) 

Hartford Fire (*214) 


INSURANCE COMPANIES —( one 


Aasked 
Home (*1.20). 3114 3314 
National Fire (2) . 76 78 
Phoenix (374). 90 
Sun Life Can.. i a ae ee 460 
Travelers (16). 633 643 
United States Fire ( a 70). . 644 5644 
Westchester F. (*1.40 Souene) Mee 3514 


INVESTMENT TRUSTS SHARES 


Amer. Founders Trust La Pfd.. 
Amer. & Gen. Sec. $3 Pf : 


Fidelity Fund 

Incorporated Investors...... .... 
Interl. Sec. Corp. of Am. Pfd 
Mass. Invest 

Nation-Wide Securities B.. 

No. Amer. Trust Shares 1958 . 
Quarterly Income Shares 

— Intl. Securities A 


Spencer Trask Fund 
U. S. & British Interl. Pfd 
Uselps Voting Shares 

* Includes extras. 














record of all votes taken in determining 
open market operations and the reasons 
underlying the action of the board and 
the open market committee in each 
instance. In each annual report made 
by the board to Congress these de- 
tailed records of the preceding year’s 
policies and decisions and the reasons 
therefore must be included. 

Never again can the actions of the 
Reserve Board be shrouded in such 
mystery as has obtained in the past. 
Since credit control henceforth is going 
to be a public affair, it is no more than 
proper that the board give an account 
and explanation of its stewardship once 
a year. 

Other changes postpone until 1942 the 
date upon which state banks with de- 
posits of $1,000,000 or more must come 
into the Reserve System or lose the pro- 
tection of F D I C deposit insurance. 
The F DI C is given control of interest 
rates on deposits of non-member state 
banks under the insurance fund. 

The annual assessment on deposits of 
members of the F D I C is to be 1/12 
of 1 per cent. In this connection it is 
interesting to note that the first annual 
report of the F DI C, recently issued, 
revealed that during the past seventy 
years losses to depositors in failed 
banks have averaged 1/3 of 1 per cent 
in active commercial banks, while losses 
on deposits of $5,000 or less averaged 
VY of 1 per cent. 

In other words, insurance assess- 
ments in the past, to be adequate, would 
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have had to be from three to four times 
as large as are now being provided. 
Evidently there is confidence at Wash- 
ington that our bank mortality will 
never in future be as heavy as it was 
in the past. 

On the whole, it is a vastly more efh- 
cient mechanism for inflation or defla- 
tion that will be handed over to the 
new Board of Governors of the Federal 
Reserve System next February—but it 
is one thing to have a swell accelerator 
and first class brakes; another thing to 
know when and how to use them. The 
country will await with the keenest 
of interest the revelation of the identi- 
ties of the seven men who will take 
over the helm, with the only apparent 
certainty being Governor Eccles for a 
four-year term. 








Significant Foreign Events 
(Continued from page 487) 








by some foreign steel producers whose 
devaluated currencies or low costs of 
production permit them to dicker on 
our exchanges. In fact, imports of 
steel mill manufactures rose from 
$1,900,000 in the first four months of 
1934 to nearly $3,000,000 in the same 
period of this year. 

Since the European steel industry 
is in better fighting trim than it has 
been for many years, exports to Amer- 


ica may be expected to show furth 
advances. As a result of the Ottg 
pact, the British heavy industries hj 
undergone a remarkble recovery. | 
the Continent, the domestic Germ 
machine industry is flourishing, 
many of her former important exp 
markets have been lost. Strenuous 
forts have been made, however, to st 
stitute new customers. In the field; 
textile machinery, for example, 
Reich has stolen business from Amg 
ica and England in the Argentine, Bg 
zil and other Latin-American counter 
to the tune of 2,160 tons during 
first six months of 1935, whereas m 
chinery exports to Asia have show 
more than a corresponding increag 
This new commercial policy of 
many is bearing the desired fruit q 
orders from new clients. For exampl 
her exports to Turkey increased 
per cent during the last half yeg 
Particularly significant to American @ 
porters is the fact that Germany pug 
chased 108,637 bales of Turkish cotto 
between January and June, as againg 
925 for the same months of 1934 
Contrasting with this, Germany low 
ered her American cotton orders from 
1,331,524 bales, in 1934 to 294,791 q 
1935. This is apparently an _ invit 
tion to barter, Germany making 
obvious that purchases of cotton from 
the United States will be made only if 
exchange for reciprocal purchases @ 
German rails, sheets and tools; other 
wise, Germany will seek her raw mate 
rial supplies in other markets. ; 


* * & 


Brazil—Alarms Exaggerated 


Alarmist cables from Rio occasione 
considerable apprehension among hold 
ers of Brazilian bonds. Semi-official 
announcements of more recent date 
however, offer greater assurance tha 
the government contemplates no im 
mediate departure from the paymen 
arrangements now in force. 

That the exchange difficulties of B 
zil have been accentuated of late by 
scant purchases of coffee from Italy 
Germany and other export markets is) 
of course, generally recognized, but t 
adverse factor by no means warrant 
the assumption that exchange allow 
ances are inadequate for the commerci 
requirements of domestic importeff 
with sufficient surplus as well to meet 
foreign interest charges. 

The momentary sensational fall 
Brazilian securities is now attributed 
largely to a controversy on the part OF 
internal political factions over the ques 
tion of meeting these two types of e 
change obligations. In fact, Britis 
financial interests which have risked 4 
large stake in Brazilian economy aft 
inclined to regard the attacks on na 
tional credit as unduly exaggerated. 
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